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Economic Patriotism: 


ITH the beginning of Nineteen Hundred and Forty Nine one of 
the most arduous and dangerous decades in British histesy'draws 
to its close. But there is no law of natural balance perceptible in ‘the 
history of nations, and the end of ten momentous years provides no pass- 
port to ease, prosperity or security in the succeeding years.’ Indeed, as 
was pointed out here Jast week, the British people have in fact set them- 
selves a very arduous programme—to tune their economy to concert pitch 
so that they can regain their economic independence and at the same 
time achieve their social ambitions, upon a standard of living which will 
rise only imperceptibly over the next four. years. The Four Year Pian 
submitted to the Organisation for European Economic Co-operation 
demands, if it is to come within measurable distance of fulfilment, a 
continued pressure for higher production while the level of exports is 
maintained and improved and while imports are held down to the lowest 
possible amount. The extra effort demanded of the British people 
will not bring an immediate return in prosperity and comfort but only 
long-term, benefits and the staving off of disaster and penury. 

This is perhaps the greatest chalienge with which circumstances could 
confront a nation—the eschewing of comfort in favour of an. eveptual 
return to strength and independence. Its magnitude makes it pertinent 
to inquire whether the British people really understand the nature of the 
task that they have set themselves. Mountaineering is a difficult but not 
fatal pastime for those equipped and prepared for it; it is certainly fatal 
for those who embark on the ascent of the Matterhorn under the impres- 
sion that they are going for a country walk. The demands of the next 
four years upon the adaptability, the intelligence and the unity of the 
nation may be as great as any made upon it by the war, while the task 
of eliciting these qualities will be much more difficult. For the exigencies 
of peacetime cannot excite the same response as the dangers of war. It in 
no way disparages Mr Churchill’s achievement to say that the task he 
undertook in 1940 of rousing the British nation to its danger and infusing 
it with a resolve to put forth its greatest effort was aided by the course of 
events themselves. It was then not only easy to present the dangers in 
their true light, it was quite impossible to ignore them. 

But the situation is different now, The dangers of chronic insolvency, 
of a divided and depressed Europe, would be very easy to recognise if 
they came to pass, but it is harder to rouse the nation to ward off their 
coming. The effects that would follow a failure to work at full stretch 
for many years to come would be very grim, but that in itself is not 
sufficient to goad the nation into a sustained effort. The threat ofa “ short- 
fall in the balance of payments” cannot create the stimulus that was 


_ provided by the shadow of Philip of Spain, of Napoleon or of Hitler. 


If it is difficult to present in an inspiring form the dangers that would 
result from Britain’s failure to live at the top of its powers, it is even more 
difficult to make the rewards that would follow from such an effort sound 


worth the winning, “ Viability in 1952 ” is hardly a battle cry to quicken 


the pulse, even for that fraction of the community which understands its 


meaning. “ The restoration of multitateral trade” is a faraway objective 
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which is unlikely to bring the absentee miner from his bed. 
The prizes that will inspire this prolonged national effort are, 
for ordinary people, shadowy and unreal. 

Moreover, the task of maintaining the economy in top gear 
without an equivalent return in material rewards comes at a 
time when the British people are not easily aroused. Apart 
from actual physical exhaustion caused by war conditions, it 
would be foolish to discount a large element of moral weariness. 
Whatever may be happening in the way of a gradual social 
revolution, there are no reliable indications that it will flower 
inte a renaissance, liberating hitherto untapped sources of 
creative energy. * What is occurring is a redistribution of 
wealth, not the rebirth of a nation. No one whose ear is attuned 
to British public opinion can deny that there is a growing 
cynicism about the future, bred partly by the fear of another 
war, partly by the dimming of the starry-eyed visions that gained 
wide credence in the war years, partly of a weariness of 
exhortation. 

+. 


The task that is laid upon the present British Government, 
and upon the one that will succeed it, is therefore of peculiar 
difficulty. They have got to maintain the recovery of industrial 
and commercial activity, which has occurred during the past 
year, during the next four years and probably beyond, with few 
material inducements for such an effort. This calls for qualities 
of democratic leadership which the present Government, despite 
its achievements in the administrative aspect of national 
recovery. have not hitherto displayed. Apart from Mr Bevan 
and Dr Dalton, who believe that strength will result from a 
deliberate stirring up of class warfare, the other members of the 
Government seem hardly awakened to the magnitude of the task 
that they have imposed upon themselves. The Prime Minister’s 
preoccupation with leading his cabinet is at the expense of lead- 
ing the nation. Mr Morrison’s collection of homilies and wise 
saws is no substitute for a report to the nation in which it can 
find some inspiration. Sir Stafford Cripps, himself the architect 
of recovery, is the conscience of the nation rather than its rally- 
ing point, for like Daniel O’Conneil’s Englishman, he “ has all 
the qualities of a poker without its occasional warmth.” The 
honesty and clarity of his speeches is greatly to be commended, 
but few of them have the quality that evokes response in the 
nation. Mr Bevin appears too burdened with foreign affairs 
and ill health to be able to speak for England with force or 
urgency. It is strange that the leaders of a Labour Govern- 
ment should so lack the power to touch the hearts of ordinary 
people. 

This does not amount to a plea for the return of Mr 
Churchill—ceriainly not on the grounds of his oratorical powers 
alone. The gift of a silver tongue does not necessarily confer 
a right to rule the nation nor is a policy condemned because its 
advocates do not number a Pericles. But any government, 
however competent, fails in its duty if it cannot elicit the support 
of the governed—and support means something more than a 
passive acquiescence ; it involves a willingness to follow even 
at some sacrifice of apparent welfare or of cherished preference. 
Leaders are no leaders unless they can lead in the direction they 
think it wise to go. If Britain’s four-year plan is not fulfilled, 
if it fails to make the contribution towards European recovery 
to which it is committed on paper, it will be partly the result of 
a failure to make the British people understand the purpose for 
which the plan is designed and the reasons for undertaking it. 

It would, of course, be a mistake to suppose that a battle that 
is mainly economic in character can be won solely by leadership 
on the moral plane—a mistake of a type to which an earnest but 
illogical people like the British are especially prone, and which 
often leads them into substituting good intentions for effective 
policies. But it would equally be a mistake—to which perhaps 
logical economists still more often fall victims—to suppose that 






THE ECONOMIST, January 1, 1949 


any policy, however cogent the reasoning that lies behind it, 
can move the mass of the people unless it engages their spirit. 

This is not the place to dwell upon the elusive qualities @ 
national leadership. Indeed, they defy definition and are not to 
be found written down in any book. But some of the elements 5 
of the sort of leadership to which the British people respond 
have become clear from experience. One of them is political © 
courage (which they have recently had from Sir Stafford Cripps | 
only). Another is the power to arouse the romantic and perhaps | 
the poetic side of their nature. But neither of these will get 
very far unless there is also a call to dedication. The British 
people have often turned a deaf ear when asked to do something 
for themselves ; but they have rarely failed when asked to give 
something for their country or their faith. 

Perhaps, while waiting for the prophetic fire to strike some 
statesman, it is here that a new beginning could be made. For 
the note of dedication has been mute in recent years. The 
approach has been strictly, and sometimes even sordidly, utili+ 
tarian. The dangers of bankruptcy are discussed in terms of 
by-election results and the great adventure of restoring national 
independence and self-respect is sold as if it were a deferred 
annuity for old age. The appeal that stirs the people in time 
of war is not “it will pay you in the end,” but “ Your King 
and Country Need You.” 
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To arouse behind economic policies some of the patriotic 
dedication of wartime will not, in any event, be an easy task. 
It is perhaps peculiarly difficult for the Labour Party, which for 
so many years has taught its members that a capitalist country 
must necessarily be corrupt and unjust, and that the main enemy 
of the toiling masses is to be found precisely in that national 
economic system that they are now to be invited to save. But 
they have never—most of them—really taken their rhetoric 
seriously. When it comes to the point, all but a very few of 
them would far rather preserve the existing national economv 
from disaster than build a Socialist paradise on its ruins. And 
the new tendency on the Right to talk as if national ruin were 
the deliberate purpose and certain result of Labour rule is 
equally shallow. But so long as the ordinary citizen, either on 
the Left or on the Right, is given these easy excuses for disaffec- 
tion, -he cannot really be expected to put forth his best efforts. 

If this British war of independence is to be won, it requires a 
new creed of economic patriotism. The man in the street should 
be encouraged to realise that, with all its faults—whether they 
be old injustices stil! unrighted or new injustices freshly 
infiicted—the national household is still infinitely worth preserv- 
ing. He should be asked to consider the simple truth that if his 


country is worth dying for it is also worth working and stinting 
for. 
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HE Council of the Organisation for European Economic 
Co-operation is meeting in Paris this week to approve 


estimates of the Marshall aid that will be necessary for the year 


1949-50 and to discuss the general outline of the next four years 
of the European Recovery Plan. The first task is not expected 
to raise any great difficulty. The figure of $4,638,800,000 has 
already been agreed and requires only formal approval. The 
second item on the agenda is, however, so troublesome that the 


es Council may decide to postpone it once again. The difficulty of 


| drafting an agreed four-year “Master Plan” for western 


Europe has haunted the OEEC for the last three months: 
The discrepancies in the various national plans were 
too great to allow a single document to be produced without 
considerable compromises, and the search for these has brought 


| » to light such wide differences of principle and approach that it 
~ has proved impossible so far to produce even an agreed progress 











report. 

The core of the problem is the emergence, from the various 
plans, of a figure of some $2 to $3 billion as Europe’s likely 
deficit in 1952, a large part of which isa dollar deficit. Around 
this figure a host of conflicting solutions has arisen and, un- 


_ happily for the hopes of speedy agreement, the solutions have 


come to be closely identified with dogmatically held principles 
of economic policy. The British, supported by the Swedes, 
believe that the dollar deficit is the product of profound changes 
in the structure of both world and European trade and that 
“heroic” measures will be necessary to meet it. Dollar 
imports should be cut, strict rationing should ensure that the 


= dollars are used only for essential purchases, and if the pro- 


gramme involves readjustments in the local industrial structure 

or traditional patterns of trade of individual countries, those 

changes should be made in the interests of a stable Europe. 
This order of ideas is strongly opposed both by the Benelux 


* countries and by the (largely American) representatives of 


Bizonia. They argue that if only the convertibility of currencies 
and full multilateral trade can be restored, Europe’s dollar deficit 
will be made good by earnings in other parts of the world. 
Belgium in particular insists that to buy raw. materials from the 
United States, to process them in Belgium and to sell them to 
other European nations is “in the nature of things ” and that 
it cannot consider drastic reductions in its imports, say, of raw 
cotton or non-ferrous metals, because it does not consider such 
rationing necessary. 

The French appear to occupy an intermediate position. They 
agree with the British in diagnosing the dollar deficit as a per- 
manent, not as a passing, phenomenon and in accepting the need 
for cuts in dollar imports. But they argue that trade within 


: 
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Europe and greatly increased buying of raw materials in the 
sterling area will meet the difficulty—provided always that 
sterling does not become as difficult to procure as dollars. Hence 
their impatience with the British attempt to cut out “ luxuries ” 
produced in France. 

- 


It is proving impossible in Paris to disentangle the argument 
about the dollar deficit from the conflict of ideological and moral 
principles. The British hold to austerity, rationing and planning 
not only as more effective .but as morally superior to the laxer 
methods proposed on the Continent. The Continental reaction 
is as strong. No nation welcomes edifying sermons from its 
neighbours, and the Belgians and the Swiss in particular are 
profoundly unconvinced of the merits of planned austerity. They 
believe that it is dogmatic devotion to control, not hard necessity, 
that inspires British policy. 

These reactions represent such a strong amalgam of current 
prejudice and traditiongl misunderstanding that no one need 
be surprised at the extent to which they have embittered recent 
discussions in Paris. It is nevertheless essential that the problem 
of the dollar deficit and of the means to overcome it should be 
discussed as far as possible without ‘prejudice. It is indeed par- 
ticularly important that British Statesmen should attempt to 
clear their minds of all emotional bias. The only nation in a 
position to exercise effective leadership in western Europe at 
this moment is Great Britain, and it is not enough for the Chan- 
cellor of the Exchequer and the British delegation to feel their 
consciences clear before the bar of Heaven. They have to lead, 
inspire, coax and drag eighteen partners along the path to 
solvency. For that task, rectitude is not enough and rigidity 
is the recipe of defeat. 

The first point to establish in discussing the dollar deficit 
is whether the British are right in diagnosing it as a permanent 
shift in the balance of world trade or whether the Belgians are 
justified in their belief that a return to free trade and free 
convertibility will solve the problem. The balance of argument 
seems to lie heavily with the British point of view. Europe’s 
capacity to maintain multilateral trade and free convertibility 
before 1939 turned on one facter more than on any other—on 
Britain’s ability to convert sterling into dollars. The European 
nations sold annually to Britain between {100 and {£200 
millions more than they bought from Britain and this margin 
was available for purchases in the outside world. But Britain’s 
ability to support a large passive balance in its trade with 
Europe and to convert the sterling earned by its trading partners 
into dollars depended on two other factors—its large income 
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from investments overseas and the role of South East Asia as a 
dollar earner. Without these two vital factors, the old pattern 
would have been impossible even in 1938. Since the scale of 
both has been drastically reduced first by the war and then by 
the continuing aftermath of war in South East Asia, it is useless 
to hope for an automatic return to 1938. The pre-conditions 
no longer exist. Yet it is precisely a return to 1938 that the 
Belgians have in mind when they write: 

The role of Benelux as transformer of basic materials for 
other countries of Europe cannot be underestimated... . 
Renelux’s dollar deficit is in reality Europe’s deficit . . . and 
the credit position of Benelux with the highly industrialised 
countries of Europe is in the nature of things. In 1938 Benelux 
showed an export profit of $113 millions with England. 

In other words, if the British will revert to the conditions of 
convertibility in 1938, Benelux profits gained in trade with 
Rritain will be converted from sterling to dollars and cover the 
Benelux deficit with the United States. But such a procedure 
would be “ in the nature of things ” only if the conditions which 
allowed Britain to earn enough dollars not only for its own needs 
but to cover these Continental deficits as well still prevailed. 
In British eyes, the Belgian argument puts the cart before the 
horse; it is not convertibility that produces a balance of trade, 
but rather the existence of a balance of trade that alone makes 
convertibility possible. 

A somewhat similar fallacy underlies the French argument 
that the problem of the deficit can be solved by greater intra- 
European trading and by more trade with the sterling area. 
Intra-European trade is already reaching saturation at some 
points since so much of European production is competitive, not 
complementary, and in some items, such as textiles and motor 
cars, most of the European nations can on the whole produce all 
they need and imports from their neighbours are unnecessary. 
Trade with the sterling area is of course valuable and essential, 
even though its capacities as a present supplier of raw materials 
and foodstuffs have been exaggerated. The real difficulty is once 
more the disappearance of Britain’s overseas income. The fact 
that it is called the sterling area does not mean that the British 
Government can create the funds needed to buy from it. To 
most of the countries of the sterling area Britain is now in debt 
and though it is not so difficult to earn their currencies as it is 
to earn dollars, it is not so easy that additional supplies can be 
made available for the purpose of converting the proceeds of 
European sales to Britain. The surplus that Britain hopes to 
€arm in its trading with the sterling area is already earmarked 
for conversion, if possible, into dollars to cover Britain’s own 
doliar deficit. If Britain had to provide still more sterling area 
currencies so that Europe could buy Australian wool or 
Rhodesian copper it would have to earn a still larger surplus— 
which would mean still smaller imports into Britain from the 
sterling area and still larger British exports. It cannot be done. 


* 


But if the British plan-makers are right in their analysis of 
the causes of the dollar deficit and right, too, in their contention 
that a simple return to 1938 will leave Britain with the impos- 
sible task of meeting practically the whole deficit out of its own 
supplies of dollars, it is difficult to quarrel with their contention 
that Europe’s contribution to solving the problem can lie only 
in an all-round reduction of dollar.imports which, if a catastro- 
phic fall is to be avoided in 1952, ought to begin at once and 
be spread over the four years. This is the policy which the other 
nations have to be persuaded to accept.and.it is when the 
question arises of the means used by the British delegates to do 
the persuading that the rightness of British conclusions and 
practice is more open to doubt. The essence of their proposals 
is that the other European nations should adopt the same tech- 
nigues of rationing-dollars, concentrating on essentials and con- 
trolling foreign wade which have succeeded in this country, 
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But there are two reasons why these proposals stand no 
of being accepted without some modifications. The first 
technical, Some of the governments, in particular those 


France and Italy, have not the apparatus to carry out such q 
Their civil service is not efficient and oa 


policy. . . . . . 
enough. Their peoples are not sufficiently disciplined. 


trading community would not work a system of complete control, 
Moral indignation at such foreign shortcomings will not undo ~ 


the facts; proposals which are expected to work must be more as 


modest. The other reason is psychological. 
nations are not convinced of Britain’s disinterestedness. The 
reaction is once again traditional. No one ever thinks John Bull 
as moral as he thinks himself, and on several occasions thé 
British have managed to convey the impression that their chief 
interest in the Marshall plan has been to get the largest possible 
slice of dollar aid under their own exclusive control. The 


The European 


British cannot expect to lead Europe round to their own views 


if the other nations believe their insistence on bilateralism and — 
control is really designed not to promote European solvency but 


to secure dollars for Britain, if need be at the expense of every- 
body else. 


relaxing some of its own rigid insistence upon total control and 
tightly policed bilateral trading. 


It is as well that the American interest in an agreed solution 
should be remembered. Quite apart from the urgent matter of 


further appropriations of dollars for ERP, the United States has — 


in a double sense the final word in Europe’s problem. In 
general terms, the size of Europe's dollar deficit is dictated not 
only by Europe’s anxiety to buy but also by its capacity to sell, 
American purchases abroad will in 1952 determine the size of 
the dollar deficit quite as much as European purchases in 
America. The Belgians in particular are very sensibly insisting 
that if the United States wants a balanced European trading 
position in 19§2, it should practise the principles it advocated 
at the Havana Conference by importing more and in particular 
more manufactured goods. The estimates so far given of 
America’s likely purchases in 1952 are very vague, and it is not 
unreasonable to press for a clearer picture. No permutations of 
combinations of trade in Europe can finally solve the problem of 
the deficit, since in their relations to the New World, all 
Europeans are debtors. The plans of the creditor nations must 
be more explicit if any four-year European master plan is to 
have validity. 

The other reason for America’s deep involvement in the 
present discussions is the special position of Bizonia. Some 
sixty per cent of Bizonia’s dollars are voted to General Clay 
and his advisers by Congress via the War Department. There 
is no sign at all that the General will be convinced of the 
necessity of cutting dollar imports, say, of raw cotton, and the 
Germans who surround him seem to have reached the conclusion 
that by achieving completely uncontrolled trade in Europe they 
will be able to secure a large share of Europe’s currency reserves 
for their own use—before the war Germany had a strong 
favourable balance with the rest of Europe. Already in the first 
allocation, Bizonia received more dollars than its European 
neighbours thought necessary. It is now the most vocal and 
recalcitrant supporter of the idea that no cuts of dollar imports, 
no major readjustments, are necessary to restore equilibrium. 


The success of any policy for dealing with the 1952 deficit 
thus depends, even at its European end, upon American policy. 
The British have not only to coax their neighbours towards 
greater control and a more reasonable measure of planning. 
They have to persuade General Clay as well, and if there is no 
change in his present Ime of policy, they will not succeed. In 
which case, there will be no Four-Year Master Plan and the 


present effort at co-operation will rapidly slip into a European 
mood of sauve qui peut, 


The real problem is thus the extent to which Britaig ~ 
can coax its neighbours towards greater control and austerity by — 
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Fifty Years On 


(By a Correspondent) 


HIS is the season of Yearbooks and Almanacks, and the 
clearance of a bookshelf the other day for the first 
instalments of the New Year brought to hand a copy of 
“ Whitaker’s Almanack ” for 1896. It had stood there unnoticed 
for a long time, chiefly because in outward appearance it is so 
closely similar to the present-day “ Whitaker.” Indeed, the typo- 
graphy and arrangement have also altered very little in 
half a century. It is only when one begins to read that one 
realises that the familiar-looking volume deals with another 
world—half a century, two world wars and several revolutions 
away. 
In 1896, “ The Royal Family” still begins, of course, with 
“ Her Majesty Victoria, by the Grace of Ged... .” Well down 
in the small type there is mention of the fact that “ George 
Frederick, Duke of York, Captain R.N.” has issue “ Edward 
Albert, b. June 23, 1894, and a son, b. Dec. 14, 1895.” (Royal 
christenings were evidently delayed in those days, too.) The 
list of Court officials covers three full pages and gives the names 
and salaries (among others) of eight Lords-in-Waiting (£702), 
eight Grooms-in-Waiting (£334), four Extra Grooms-in-Waiting, 
one Master of the Ceremonies (£500), one Assistant Master 
(£225), one Marshal of the Ceremonies (£150), five Gentlemen 
Ushers of the Privy Chamber (£200), four Gentlemen Ushers 


Daily Waiters (£250), four Grooms of Privy Chamber 
(£120), eight Gentlemen Ushers Quarterly Waiters, 10 
Grooms of the Great Chamber, four Pages of the 


Back Stairs (£250), two State Pages (£200), one Page of 
the Chambers, four Pages of the Presence (£200), three Pages, 
Men (£100), eight Sergeants-at-Arms (£70), and one Queen’s 
Champion. This was the male portion of the retinue of an 
elderly widowed female sovereign. There were also no less than 
13 Royal Housekeepers and 38 Ladies, all of them titled, ranging 
from the Mistress of the Robes, through Ladies of the Bed- 
chamber and Bedchamber Women to Maids of Honour. But 
if the Court was swollen in comparison with these more austere 
days, the Peerage seems very small. The full list occupies only 
nine pages in the 1896 “ Whitaker,” compared with 21 pages of 
only slightly larger type in 1948. In all there were then 399 
peers ; now there are 927. The Baronetage and Knightage 
occupied 45 pages in 1896 and 383 in 1948. Thus has Honour 
been diluted. 

Another section that seems strangely slight is that of “Govern- 
meat Offices, etc.,” which required only twenty pages. The 
Cabinet itself was of much the same size as now, consisting of 19 
names—the first is “Marquess of Salisbury, Prime Minister,” 
and the last is “ Aretas Akers-Douglas, Works and Public Build- 
ings.” There is also a list of 37 Junior Ministers, which seems, in 
comparisoa with today, a generous allowance. Not one of these 
Ministers is still alive, although the Lord Stanley who was then 
the junior of the Junior Lords of the Treasury was the Earl of 
Derby who died the other day. One point of interest is that 
though the whole list is headed “The Ministry,” not one 
member of it bore a title in which the word “Minister” occurred. 
They were all Secretaries of State or First Lords or Chancellors, 
Presidents or Lord Presidents. The first Ministry was not, in 
fact, created until 1916. The House of Commons in 1896 con- 
sisted of 340 Conservatives, 71 Liberal Unionists, 177 Liberals, 
71 Aati-Parnellites and 11 Parnellites. -It is stated that “the 
Labour Party is represented by 10 Liberals and two Anti-Par- 
nellites.” Not a single man of these 670 survives into the present 
House of Commons—though Lloyd George was among them, 
and a quick glance through the list reveals at least one who 





is still alive—that J. W. Lowther who is now Lord Uliswater. 

The salaries of Cabinet Ministers varied a good deal. The 
Prime Minister, as such, was unpaid, but the First Lord of the 
Treasury (who was not the Prime Minister, since Lord Salis- 
bury chose to hold the Foreign Office and left the Treasury to 
his nephew) and the Secretaries of State received £5,000. The 
going rate for Presidents (Board of Trade, Lord President, 
Local Government Board, Agriculture) was £2,000, which was 
also the salary of the Vice-President of the Committee of Council 
on Education. Civil Service salaries rose to £2,000 for the 
Permanent Secretary of the Treasury and the Permanent Under- 
Secretaries of State. The salaries of other grades—to take the 
Home Office as an example—were {£900 to £1,000 for Principal 
Clerks, £700 to {800 for Senior Clerks and £200 to £500 for 
Junior Clerks. The Judges of the High Court, then as now, 
received £5,000. 

But what infinite riches these salaries connoted. The standard 
rate of income tax was 8d. in the £, with an exemption of £100 
and no surtax, so that a gross income of £2,000 would still be 
a net income of £1,976 after tax. As “ Whitaker’s” sagely 
observed of the income tax, 

Ail modern Chancellors have found this elastic tax most 
useful ; it is so productive [it brought in nearly £16 million in 
1894-95] and withal so easily managed. . . . The great mass of 
the public never complain of its being too heavy ; the tax does 
not reach them ; in point of fact they like to see an addition, 
The tax must now be regarded as permanent. 

The conclusion, at least, stands, 

Of what money would buy there are few indications in the 
Almanack ; but these few are eloquent. Wheat sold for 215. r1d. 
the quarter. It was possible to cross to New York for £10 103., 
and the highest fare quoted, for the largest ships at the height 
of the season, was £35. Perhaps the most eloquent testimoay 
of all is a wine merchant’s advertisement at the back (“ Tele- 
phone Number: 35,325”) which speaks of the best vintage 
champagne at 72s. the dozen, of good claret at 12s. the dozen, 
of port from 24s. the dozen upwards, of brandy from 47s. to 
120s. (Very Choice Old Liqueur 1820) and of whisky at 42s. to 
55s. the dozen. The middle classes in those days certaialy 
lived well and cheaply ; the Permanent Secretary’s £2,000 a 
year represented a scale of wealth and dignity beyond the 
imagining of today’s harassed Higher Civil Servant as he strap- 
hangs on his way home to help with the washing up. And 
if this was so with the middle classes, who lived on what they 
earned, the real value of the incomes of the rich was, by present 
standards, stupendous. At least one of the largest of the 
Stately Homes of England—those rural palaces where scores, 
and even hundreds, of men and women were supported by the 
wealth of one man—was built between the Jubilees. 

The pages devoted to the City also make a strange impres- 
sion today. There is a list of 225 “ Banks and Bankers ia 
London and Suburbs,” and of 158 Joint-Stock Banks through- 
out the country, and the list of Country Banks in England and 
Wales covers 11 pages of very small type. The insurance section 
reveals rather more names that are still familiar today, together 
with many that have died ; but life assurance in force was only 
£739 million, with a premium income of less than £24 million, 
against £3,316 million and £143 million in 1937, and much 
more today. 

The cricket season of 189§ is described as 

a brilliant season indeed, Perhaps, shining out from among all 

other things has been the wonderfully fine batting of Dr W. G. 


Grace, evoking a public enthusiasm which has taken the form 
of a “ Shilling Testimonial.” 
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There were indeed giants in those days and the brief record is 
studded with names like A. C. McLaren, F. S. Jackson, K. S. 
Ranjitsinhji, Abel, Street, Hayward, Shrewsbury, Gunn. Another 
section opens with the remark 


In the view of those most competent to form an accurate 
opinion, there is no room for question as to the growing popu- 
jarity of football. Whether it is ever destined to supplant 
cricket as the recognised king of out-door games 1s obviously 
more problematical, though the “man in the street knows 
that, at the time of year when the weather does not add to the 
comfort of the onlookers, it is possible to get together a larger 
number of spectators at a football match of the very first 
importance than in the whole three days of the finest cricket 
match of the entire summer season. 


Aston Villa won the cup from West Bromwich Albion that year, 
and Sunderland were head of the League with Everton second. 
In the “ Dramatic Summary,” one can read that “ King Arthur - 
epened at the Lyceum on January 12, with a cast including Mr 
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Impeccable doctrine inspires the draft agreement on_ the 
establishment of a Ruhr Authority and a Military Security Board 
which was issued on December 28th, for the document 1s 
characterised by its insistence that national interests must be 
subordinated to those of western Europe. The members of the 
Authority—America, Britain, France, the Benelux group and, 
later, Germany—are pledged not to use their power for furthering 
their own competitive interests. Apart from pledges, of which 
Europe has heard all too many, tine agreement lays down that 
the Authority will work with the Organisation for Economic Co- 
operation in Paris. Though no procedure for this collaboration 
is vet fixed, the Authority’s proposals for the allocation of Ruhr 
products for export will have to be amended in the light of 
decisions in Paris. Similarly, the Authority will only take over 
powers from the present Control Boards, after these cease to exist 
et some unknown date, “for the purpose of contributing to that 
closer association of the economies of Europe which the Six 
Powers have set out as one of their objectives in the preamble 
to the agreement.” 

Such provisions are necessary if the Authority is to work. 
For, if there is to be no evasion by the Germans, they 
must be convinced that they are not being simply sub- 
jected to a penal control in the interests of the industries of 
their “enemies,” to whom the prefix “ex” is not yet attached. 
It is, indeed, a grave fault in the agreement that Germans are 
not to join the Authority from its inception. A nominee of the 
British and Americans will exercise the German vote until a 
government is formed, and a non-voting German observer will 
attend after that event. Only when the German Government 
exists, and only if it accepts the obligations imposed on it, will 
Germany exercise the same voting rights as the other individual 
countries. The agreement has had a bad reception frem Germans 
and it is all too likely that it will be regarded as another Diktat, 
which will strengthen the group among the constitution-makers 
at Bonn who regard their cfforts as waste of time. 

Though the Germans will be incensed, it is not likely that the 

rench will in the long run be satisfied by the outcome of the 
protracted London negotiations. The Authority’s main task will 
be to allocate Ruhr products between home and export markets. 
The French demand that decision about the ownership of the 
Ruhr industries should not be left to the Germans has not been 
met—in fact, this question was not even placed on the agenda. 
The Trusteeship Law issued by the British and American Military 
Governors on the eve of the London conference still stands, and 
the future German Government may, if it wishes, decide to 
nationalise the Ruhr forthwith. (The prospects opened up by the 
Trusteeship Law are discussed on page 19 in a report from 
the Ruhr.) 

On the other hand, some provision has been made to meet 
the French demand for direction and supervision of Germany’s 
preduction after the present Control Boards cease to exist ; but 
the agreement wisely excludes direct interference with manage- 
ment, and leaves the extent of control largely to future decisions. 
In the meantime, the French will join the Anglo-American Control 
Boards now supervising the coal, iron and steel industries, though 
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Irving (he became Sir Henry on the Queen’s Birthday), Mg : 


Forbes-Robertson and Miss Terry. On June 10, Madame Sarah 


Bernhardt appeared in “ Magda” at Daly's, while on June 12 7 
“Signora Duse presented an Italian adaptation of ‘ Magda’ 7 ~ 


at Drury Lane.” One would have liked to know more about this 


— and something about the play that was the object of such for. © 


midable attentions. This was the year when “ Trilby” was 


played for the first time, on October 30, “ with Mr Tree as the 2 
Svengali.” Its success can, perhaps, best be judged by the nota. 
tion that on November 7 “* A Trilby Triplet’ was added to the ~ 
programme at the Prince of Wales’s,” and that on November 16 
Miss Nellie Farren reopened the Opera Comique with “ Nannie” © 


and “ A Model Trilby.” 


‘There is no reference in the 1896 index to Labour, Wages, 


Strikes, Employment or Unemployment, or Trade Unions. 


Truly, 53 years may be less than a lifetime, but it is more . 


than an age. 


THE WEEK 


they will not be in a position of equality until the long-delayed 
economic fusion of the French Zone with Bizonia takes place. 

In practice, the voice of General Clay will still predominate in 
western Germany. By a clause which subordinates the Authority's 
decisions to existing arrangements for the financial assistance of 
Germany the Military Governors will retain their supreme powers, 
The General’s decisions are more likely to be modified by the 
pressure of Mr Hoffmann’s Economic Co-operation Administra- 
tion in Paris than by representations from the new Authority. 

In general, it may be said that the effective powers of the 
Authority (whose tasks of safeguarding security have been trans- 
ferred to the Military Security Board) are by no means great. 
What those powers may become in future has been left to a 
time when it can be seen whether the new international body has 
indeed proved but < stepping-stone to wider and freely contracted 
economic associations. 


* * * 
The Dutch Get Away with It 


The Security Council has ended four months of particularly 
futile performance in Paris with an almost graceful curtain. 
Within a week of beginning its police action against the Republi- 
cans in Indonesia the Netherlands Government was able to 
promise that military operations in Java would cease before this 
week-end. It was also able to announce that the Prime Minister 
himself would visit Batavia to supervise that co-operation with 
moderate Republicans which the week’s purge was designed to 
make possible. In other words, the Dutch have succeeded in 
politely defying the Security Council and making it look rather 
foolish ; Dr Van Royen replied to a strong American resolution 
in the Council on the eve of Christmas with the promise that 
his government would carry out its programme “ regardless of 
costs and consequences.” So it has done, regardless too of the 
extravagant language and flailing arms of the Australian delegate, 
and regardless of two drastic resolutions proposed by the Soviet 
Mr Malik, who must have known quite well that they would lead 
nowhere. The spectacle of American and Soviet delegates lining 
up against a small Power and then teasing one another with 
committee tactics was almost disreputable. 

So far as can be ascertained from censored press reports, the 
Dutch operations met only slight resistance, particularly in Java. 
This does not mean that the Republicans will not continue 
guerilla activities, or that the Dutch estimate of six months needed 
to “restore order” is wrong. But it may mean that fresh con- 
sultations for the formation of an interim federal government 
may go smoothly. The Republicans will find it difficult to decide 
just what effective outside support they have against the Dutch. 
The Security Council obviously now regrets its attempts to bring 
the Dutch before a kind of summary court ; even the indignation 
of the Indians and Australians did not shake the British delegate 
from his seat on the fence and the American Dr Jessup warned 
the Council against passing resolutions it could not carry out. 

The Dutch in fact have learnt the lesson taught by the repre- 
sentatives of Israel before the Council—that stonewalling pays. 
The longer the Council thinks on a matter the more clearly it 
becomes divided. It can focus world opinion but it cannot take 
action. Nevertheless it is probable that the Dutch will feel 
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restrained in their next moves by the knowledge that the Security 
Council is watching them, still more by the cutting off of Marshall 
Aid to )ndonesia and by the sanctions imposed—without Uno 
authority —by Ceylon and the Australian waterside workers. 


* * * 


Trouble in Transport 


The New Year opens with the threat of serious industrial 
trouble in rail and road transport. The National Union of 
Railwaymen has decided to inform the Minister of Labour that 
a state of dispute exists in the industry, following the rejection 
by the Railway Executive of their claim for a 12s. 6d. wage 
increase. The issue of the London busmen’s claim for time and 
a half pay on Saturday afternoons is still undecided as The 
Economist goes to press, but a strike on New Year’s day and the 
following Saturdays is very likely. The fact that more than 
100 of London’s 120 bus garages voted in favour of strike action 
illustrates the temper of the men. 

The two disputes have this in common—in both cases the claim 
was turned down flat, leaving no loophole for compromise and in 
both cases the employer is the Board of a nationalised industry. 
The damage of a Saturday afternoon bus strike would of course 
be negligible, compared with the paralysing effects of a national 
rail stoppage, but it would nevertheless be a powerful irritant and 
hit the public where it is most susceptible—by spoiling weekend 
sports or entertainment. One big difference between the two 
cases is that the railwaymen’s action is official and sponsored by 
the union, whereas the Londen busmen, who have a long tradi- 
tion of aggressive militancy, would be acting in defiance of their 
union leaders. 

Mr Isaacs has three weeks in which to act to avert a rail 
stoppage. He can either refer the matter to arbitration, or he can 
set up a special court of enquiry, which seems the more likely 
course. But whatever action he or the Chairman of London 
Transport takes, the fact remains that there is an unpleasant 
element of blackmail in both situations. 

There is undoubtedly a contributory cause of the trouble in 
that transport workers generally feel frustrated because 
nationalisation has made no difference to their conditions. Many 
busmen sigh for the days of Lord Ashfield, and compare him 
favourably with his successor. The grievance is even stronger 
among the railwaymen who have always advocated some form 
of workers’ control. The establishment by the British Transport 


+ Commission of a Joint Consultative Council for the whole trans- 


port industry, with representation of all the unions concerned, 
is no doubt intended as a sop to Cerberus. But consultation at 
top level is small consolation to those at the bottom, as the mining 
industry has shown. It may indeed only widen the gap between 
union leaders and the rank and file without giving the latter any 
feeling of responsibility. 


* * * 


Political Levy in the Mines 


While the National Union of Mineworkers is preparing for a 
tussle with the National Coal Board over a revision of the cost of 
living bonus, a special committee of the Board and of the Union 
has reached agreement in principle on the deduction of union 
dues from the miners’ weekly wages. Certain points have still 
to be cleared up, but it seems likely that the Board itself will 
agree to the committee’s scheme, which was drawn up as a result 
of pressure by the miners at their annual conference last July. 
The Board denies that the adoption of this procedure will 
establish a “closed shop” in the mines, since every individual 
miner will be asked to give his consent in writing. In this 
way the voluntary basis of union membership would be formally 
maintained, but in practice it is unlikely that any one who 
refused to give his agreement would be allowed to work in the 
pits, or that his fellows would agree to his employment. Such 
a test is already applied in the case of Poles and other foreign 
workers. . 

One point which will obviously need clarification is the relation 
of the new procedure to the political levy. It is true that the 
overwhelming majority of the muners are already Labour 
supporters and that those who are not can contract out of paying 
the political levy. Nevertheless the fact remains that the. National 
Coal Board would, however indirectly, become responsible for 
contributing to the funds of one particular political party. 

It is, in fact, difficult to see why the union should be so anxious 
to enforce this procedure, or what advantage, other than that 
of administrative convenience, they hope to gain from it. It is 
possible that they envisage a future in which union membership 
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will be harder to maintain, so that the odium of collecting union 
dues will fall not on them but on the employer. Since the 
employer is the nationalised board upon which so much of their 
hopes are staked, they may find that their attempt to side-step 
their responsibilities will recoil upon them. 


* * * 


Trade Unions’ Strength 


The TUC has reason to be proud of the development of trade 
unions over the last fifteen years. The Ministry of Labour’s 
annual survey (based on information supplied by the Chief 
Registrar of Friendly Sccieties) shows that union membership 
more than doubled between 1933 and the end of 1947, when it 
reached the record figure of 9,114,000. This was an increase of 
339,000 over the previous peak figure of 8,775,000 at the end of 
1946. Of the 1947 total, 7,500,000 were affiliated to the TUC art 
the time of the 1947 Congress. There is thus still a considerable 
potential field for the TUC to organise. The survey also shows 
the trend towards fusion and larger groupings, although this has 
not kept pace with the rise in membership. While there were 
1,081 unions at the end of 1933, the number of unions declined 
progressively until the end of 1947, when there were only 730. 
This is a healthy sign, for there is no doubt that larger unions, 
up to a certain size, organised on a national basis, cam act 
more efficiently for its members—althcugh there are proven draw- 
backs to very large groups, such as the Transport and General 
Workers Union. 

In spite of this trend, however, there is still an excessive 
number of very small unions. In fact, nearly half the total 
number of unions had fewer than s00 members and catered 
for less than 1 per cent of the total union membership. At the 
other end of the scale, more than two-thirds of the total member- 
ship was concentrated in 17 large unions with 100,000 or more 
members, representing only 2.3 per cent of the total number of 
unions. This shows how, notwithstanding the TUC’s efforts to 
rationalise trade union structure and encourage amalgamations, 
the smaller groups obstinately cling to life. 

The survey gives some interesting facts about trade union 
finances. The unions are now richer than ever before. Their 
total funds increased from £20 million at the end of 1938 tw 
over £50 million at the end of 1947. This is of course due mainly 
to the rise in membership, but it is also significant that the 
amount paid out in unemployment benefit was halved, while 
expenditure on dispute benefit fell from £148,000 in 1938 to 
£57,000 in 1947. On the other hand, the unions’ working expenses 
more than doubled. 

These facts and figures serve to emphasise the need for fresh 
thinking on the role and functions of a trade union in contem- 
porary society. It has become commonplace to say that, with full 
employment, social security and an industrial truce, the traditional 
union function of defending the workers’ living and working 
standards ought to be enlarged to cover more positive tasks. 
But whether the unions will be able to respond to this challenge— 
and what the community will have to do if they cannot—are 
matters that are still very open. 


* * * 


Rudderless Egypt 

Will Nokrashy Pasha’s death by murder make any difference 
to Egypt’s politics at home and abroad ? To judge by the names 
in the new cabinet, the likely answer is No. All suggest that there 
will be no change of policy over Palestine, or the Sudan, or 
relations with Britain. The premier who succeeds Nokrashy, 
Ibrahim Abdel Hadi, is a choice from palace circles and is there- 
fore likely to rubber-stamp commitments in Palestine for which 
King Farouk bears personal responsibility. The new appoint- 
ment to the Ministry of Foreign Affairs (Ibrahim Dessouki Abaza 
Pasha, promoted from the Ministry of Communications) displaces 
Khashaba Pasha—the only member of the Nokrashy cabinet who 
had the strength of mind to swim against the stream of public 
emotion over the Sudan, and to see the virtues of an agreement 
with Britain. 

At home, too, the murder seems unlikely to leave any significant 
mark on the course of events. For Egyptian politics have become 
a sort of babel, in which everyone is ready with criticisms and 
slogans but no one has the courage or the following to step 
forward and master the din. The voice of common sense is 
drowned in a welter of street cries. “We want a repubiic” 
mingles inconsequently with “We want Farida.” As no one 
knows where either slogan would lead, the country slithers on is 
slow progress towards a violent climax—always threatening but 








never in sight. In such a situation the loss of one honest but 
ineffective Jeader makes little difference. The chief immediate 
ovicome of the murder is to attract attention to the Moslem 
Brotherhood as a contribuior to the Jong-drawn-out deteriorauon, 
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The Brotherhood, when started by Hasan el-Banna in_ 1930, 
simply preached return to the pure forms of Sunni worship and 
abandonment of the materialism and corruption that had arrived 
with western civilisation. As such it was against the foreigner and 
so, through the fallibility of its leaders, became more and more 
enmeshed in politics. Islam is always a useful rallying cry. 
Attracted by the thought that the Brotherhood had the power to 
collect a crowd, first the King, later Nahas and the Wafd, and later 
still the anti-Wafd parties, paid its leader for support wh'ch was, in 
numbers, impressive. These patrons one by one lent themselves to 
a practice that might well have made of Hasan el-Banna the ace in 
Egyptian politics ; but despite his title of “supreme guide,” he 
seems to lack the qualities that would make him so. When, a 
year ago, he quarrelled with his principal lieutenants over their 
accusations of selling out to politicians, there followed a bout of 
dirty-linen-washing which suggests that he is now little more 
than another Egyptian on the political make. 

Though he Jost ground following the split in the Brotherhood’s 
ranks, he is still—thanks to the devoutness and the religious 
fervour that his name connotes—able to draw a zealous crowd and 
10 inspire fanatical young men to do his bidding. His Brotherhood 
is certainly responsible for some—probably for all—of the recent 
terrorist activities in Cairo. These range from planting bombs in 
fereign offices such as the Sudan Agency to the vengeful murders 
of the Vice-President of the Court of Appeal and of Nokrashy, 
who had banned the Brotherhood on December 8th. 

Egypt has, or had, an efficient police force and a courageous 
judiciary, but the course of justice has not lately run as smooth 
as it did. It has deviated from the straight when anti-foreign 
feelings have been allowed to sway it, notably during the trial 
of the murderer of the anglophile Amin Osman. But no anti- 
foreign implications will be involved when Nokrashy’s assassin 
siands his trial. To shout on his behalf: “Down with the 
government that lost the Sudan” is to Jose sight of essentials. 
The issue is whether or no there is to be public security in 
Egypt. Without it no man has a chance to execute a policy. 
The Egyptian public needs to clear its mind quickly, for this year 
is election year. 


* * * 


New Year in the Negeb 


The Security Council has passed another resolution calling 
for an immediate cease-fire in the Negeb. Proposed by the 
British, this secured adoption by eight votes to ni] with three 
abstentions. But the sorry axiom of 1948 is that unanimity spells 
pusillanimity. In fact, all that the new resolution does is to “ ask ” 
that the Council’s earlier orders shall be carried out. 

For some weeks now, the discussions in the Assembly about 
the shape of a final settlement have masked the impotence of 
ihe Council in its share of the job, which is to stop the fighting. 
A short chronology of its works makes black reading. On Novem- 
ber 4th (after the first big Jewish military success in the northern 
Negeb) it passed a resolution instructing both sides to withdraw 
by November roth to the positions existing in mid-October ; it 
appointed a committce of seven to help the mediator to achieve 
this end, and it threatened, if either party failed to withdraw, that 
it would “urgently study appropriate measures” under the 
sanctions chapter of the Charter. On November 16th it passed 
a more specific but weaker resolution demanding an immediate 
armistice ; this made no mention of enforcement of the with- 
drawals. Israel, after some delay, was declared by Dr Bunche 
to have accepted the withdrawal terms when it claimed that its 
regular mobile forces, which had been in the Negeb prior to mid- 
October, must be distinguished from the forces which entered 
after that date “to restore communications that had been broken 
by the Egyptians.” These last, it is said, had been withdrawn. 

By December 8th, however, the Council’s Negeb committee 
was giving the parties fresh notice to carry out its instructions 
within 24 hours because none of the withdrawals it had specified 
had taken place. On the same day the Egyptian Government 
accepted the order of November 16th to negotiate an armistice. 
Prospects looked brighter. But on the 22nd the Egyptians reversed 
their decision ; withdrawals, they said, must take place before 
negouations. On the 24th the Isrealis, having first banished all 
UN observers from their front line, launched a determined attack 
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round Gaza and Falluja. Bombings and black-outs ensued og 
both sides. The war was on again. ; 
The Jewish objective is to clear the Negeb, and the purposes 
behind it are plain. In the long run, these are to Win an extreme © 
south, which, though unsuitable for settlement because of ity 
total lack of depth of soil, is economically valuable as a strip of 7 
coast that may in future house pipe-lines and refineries. A deep | 
south is also strategically useful as backing for the fertile plains 
round Tel Aviv. On a’ short term basis, Israel’s aim is to reduce © 
by one more the number of its quarrelling Arab adversaries. . 
eliminating Egypt it will create a situation in which King © 
Abdullah remains the only Arab still im a position to negouate, 
“Then we can talk.” 
Talking is becoming more and more imperative for Israel; 
its economy is creaking beneath the strain of keeping so many 
men under arms. It needs their hands in field and factory. It — 
wants an end to war. To judge by such reports of its military ~ 
prowess as are available, its troops may have won this end by 
force of arms before the Council meets again on January 7th 
see whether anyone has taken any notice of its resolutions, 
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Successes of the Air Lift 


The worst time of the year for the air lift to Berlin is over, 
Snow and ice are stil] to be expected, but these are less dangerous 
conditions than the fogs of November and December ; with luck 
there should not now be any great risk of the air lift breaking 
down. The end of the first six months of “ Operation Plainfare” 
last Sunday marked a decisive stage in its progress, since there 
is now littl to stop it from reaching the maximum pracucal 
limit of about 1,000 sorties per day. 

The achievement during the past six months has 'een remark- 
able. More than 700,000 tons of foed, coal and raw materials 
were flown into Berlin, an average of 3,800 tons per day. The 
present daily average is between §,000 and 6,000 tons, with 
occasional spurts even above the higher figure. Exports from 
Berlin amounted to more than 7,000 tons of industrial goods, 
nearly 9,000 tons of parcel mail, and more than 21,000 tons of 
ordinary mail. In addition, 31,500 German passengers—mostly 
old people and children—have been flown out of the city. 

It is known that the Russians have been deeply impressed by 
this demonstration of efficiency and wil!l-power. In spite of 





threats and warnings they have offered no serious interference., 
Instead they have kept in an excellent state of repair the chief — St 
telephone communications between the Berlin airfields and the  ——* 
headquarters in western Germany. While it is probably going too 
far to say that they have been nearly as anxious as the western = =a 
Powers that the air lift should not fail, they have not done any — 8 
of the things they might have done to prevent the aircraft from 9 T 
landing at the three western airfields in Berlin. m™ y 
It remains as true as ever that the air lift cannot be apermanent = 10 
solution to the problem of Berlin. here are now 40,000 A 
Germans wholly unemployed and 70,000 on part time in the J 
western sectors. The scale of the air lift can only be increased a 
by about another 20 per cent, and that will not be nearly enough e 
t© ensure a return to normal living and industrial conditions in t 
the city. Moreover, the cost of operating the airlift is almost . 


certainly too high to be borne indefinitely. The United States 
is expanding its share of the operation, but another six months . 
at the present rate may well prove*prohibitive—at least for Britain. _ . 
None the less, there is reason to believe that the Russian zone is { 
also feeling sorely the pinch of the blockade, and it is good tactics 
for the western Governments to go on using patience and 
obstinacy as their principal diplomatic weapons. 


* * * 


Educational Apoplexy 


There appears to be a rush of blood developing at the head 
of the educational system, as well as a swelling—due to the 
birth-rate—at its feet. Not only are the universities almost burst- 
ing with students, so that they are now 68 per cent above their 
prewar size, but it now appears that the number of children 
Staying on at school between the ages of 1§ and 18 has also 
increased by 47 ‘per cent over the same period. The figures in 
the table following are contained in a recent circular to local 
education authorities. Stimulated by these signs of interest in 


learning and undeterred by the material difficulties, Mr Tomlinson 
is Now urging these authorities to en 
keep their children on at school, an 
them high on their list of priorities 


courage still more parents to 
d to put new classrcoms for 
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The Minister of Education is by temperament an optimist. 


By coming to the Cabinet Priorities Committee with the forceful 
_ argument of a million more children of school age by 1952, he 


has got away with a building programme for 1949 double that 


for 1948. Even £50 million will fall short of the need, but when 
most of the civilian departments have had to cut their programmes 


in favour of defence, Mr Tomlinson has cause for satisfaction. 
But it remains to be seen how far local education authorities 
will follow Mr Tomlinson’s lead and divert resources from the 
primary schools, where the infant classes are beginning to swell 


F ominously, to the upper ranges of the secondary schools. 


NUMBERS IN MAINTAINED, ASSISTED AND Direct GRANT SECONDARY 
ScHOOLs, ENGLAND AND WALES 





1938 1946 1948 

ISIN A made. BEE. S 49.000 58,000 _ 61,000 
GW a ue. * 41.000 =~ 50,000 «55,000 

ae aah Bows i.) 20,000 27,000 _—-30,000 
Giga "Ty 15,000 «245000 ~—Ss«28,000 
17:40." Meek tte 7,000 11,000 _—‘15,000 
Girls ei HS 61000 10000 14.000 
enantio. tides 138,000 180,000 203,000 


Quantitatively, the requirements at the upper end are small. 
The 15-18 age group in maintained and assisted schools in 
England and Wales represents only 4 per cent Of all the children 
in them. Qualitatively, they are the cream. Unfortunately, the 
figures in the table do not differentiate between the numbers in 
modern, technical and grammar schools, but it can reasonably 
be assumed that the bulk of the expansion is in the grammar 
schools. In 1946-47 there were some 150,000 children of 15 and 
over in them, compared with 21,000 in the technical schools, and 
9,000 in the modern schools. Urfortunately, buildings are only 
a part and a lesser part of the need. Teachers, particularly 
graduate teachers, are critically scarce. They may become more 
plentiful as those now in the universities complete their courses, 
but this is uncertain. Meanwhile, there is a danger of more 
and more children getting less and less. It may be that years of 
undernourishment of the educational system makes this apoplectic 
procedure necessary now, and that future generations will be 
thankful. For the present it cannot be denied that the pressure 
is painful, of 

x * * 


Staggered Holidays 


The Catering Wages Commission, in its fifth annual report, 
acknowledges what every observer can easily confirm—that the 
campaign for staggered holidays has been a complete failure. 
This observation is borne out by some statistics published last 
year by the British Tourist and Holidays Board. In 1947 passenger 
journeys on main line railways totalled §1.2 million persons in 
August and 47.2 million in July, compared with 38.2 million in 
June and 37.8 million in September. At the peak of the season 
all holiday accommodation is full, although it is estimated that 
only so per cent of workers with their families had holidays away 
from home in 1947—in other words, unless holidays are staggered 
the rest will not be able to go away if they want to. 

The two causes chiefly responsible, in the Catering Wages 
Commission’s view, are the dates of school examinations and 
school terms, and the date of the August Bank Holiday itself. 
On the first of these one may feel doubtful; doubrful, at all 
events, of its proportional importance. Not all holiday makers 
are families with children of school age; not all such families 
include examination candidates ; and a holiday of up to a fort- 
night—which the school authorities permit—is as possible in 
term time as out of it. There is a natural correspondence between 
the exodus from the schools and the influx to the resorts, but it 
is not one of mathematical equivalence. The magnetic effect of 
August Bank Holiday, which lengthens the holiday, is another 
matter. Whitsun, when it falls in June, ought to be equally 
attractive. The fact is, however, that the British public retains 
an unconquerable conviction, in spite of all the statistics to the 
contrary, that June is chilly—a conviction which the 1948 season 
certainly did nothing to shake—and an equally unconquerable 
aversion to spending its capital of leisure at the beginning of the 
season. Possibly what is really needed is an arrangement of 
holidays nearer the American model, with some equivalent to 
the Fourth of July attracting the early birds and a pendant to 
Labour Day, in September, to lure the late comers. The sug- 
gestion is admittedly almost sacreligious, and the arguments 
against a net increase in the number of statutory holidays, in the 


preseat siate of the national economy, need no stressing. But 









9 
the possibilities of a shontened Easter holiday (at which gardeners 
would certainly protest) to compensate for an autumn break. or 
the replacement of the Whitsun weekend by a secular counter. 
part a few weeks later, at least deserve investigation. So does 
the possibility of reduced railway fares in June and September 
and an ever bigger reduction than is at present usually allowed in 
the charges for holiday accommodation, 


x x * 


Welcome to Tourists 


The incompatibility of a well-developed and lucrative tourist 
trade with a policy of austere bleakness on the home front is 
troubling the bodies concerned with making Britain attractive to 
visitors—as well it may. “ The tourist industry,” says the Catering 
Wages Commission, “is a highly competitive one.” Take a hotel 
industry already, before the war, notoriously below Continental 
standards ; frustrate its efforts at re-equipment and improvement ; 
multiply its costs, and slash its standards of service, by a penal 
Catering Wages Act ; impose a maximum charge on meals to fit a 
puritan conception of permissible luxury ; and it will take more 
than the efforts of the most resourceful and imaginative Travel 
Association or British Tourist and Holidays Board to make that 
industry an effective competitor. Nor does the tourist’s first 
impression of Britain do much to ensure a return visit. He may, 
among the dingy, icy, Customs sheds and railway waiting-rooms, 
encounter an efficient courtesy, his train may start punctually 
without leaving his luggage behind. He is more likely t get a 
well-justified impression of squalid incompetence, suspicion and 
malice. 

Any measures contemplated by the Government for speeding 
up, cleaning up, and generally civilising the passenger ports 
are certainly overdue. The chances are that some will 
protest against money and energy being spent on providing 
amenities for the luxury traveller. It is not, after all, possible 
actually to prevent the British tourist from profiting by improve- 
ments designed to catch the approval of the foreigner ; and this 
argument has already been used to ensure that the foreign visitor 
to London shall go to bed early, ike a good boy, until such time as 
he can get on to Paris to enjoy a bit of night life. If a few luxury 
hotels could be labelled, @ la Intourist, For Foreigners Only, 
it mught be possible to relax austerity in their favour without 
outraging the sentiments of equality. Indeed, if it were practicable 
to run all Britain like a luxury hotel, with the staff housed decently 
but plainly, fed adequately but simply, dressed with suitable lack 
of ostentation and kept severely out of the guests’ quarters, there 
is no end to the amenities which might be developed on the right 
side of the baize door. The fact that at present the plea of 
“What will ‘the tourist think ?” is about the only one held to 
justify non-utility expenditure points to just such a mental atti- 
tude. From the tourist industry’s point of view, as indeed from 
that of the luxury export trade in general, it is just as well that 
other countries are less impressed than this with the iniquity o 
wealth. 


* * * 


Hungary’s Cardinal 


The quarrel between State and Church in Hungary, which 
became acute with the nationalisation of schools last June, entered 
a new phase when the head of the Catholic hierarchy, Cardinal 
Joseph Mindszenthy, was arrested on December 27th on a 
series of charges of treason. The main accusations seem to be 
that he has maintained contact with the exiled Otto of Habsburg 
and that he has passed “ valuable information” about the USSR 
to “the Imperialists.” 

Mindszenthy is a flamboyant figure, with the courage, obstinacy 
and narrow-mindedness of a great medieval prelate. He stood up 
to the Germans and the Hungarian Fascists in the war, and ever 
since the arrival of the Red Army he has been uncompromisingly 
hostile to the Communists and to all who co-operated with them. 
He is a fanatical nationalist, maintaining the rigid attitude of the 
former Magyar ruling class towards Slovaks, Rumanians and 
other Danubian nations who have since 1918 acquired territory 
from Hungary: any government accepting the “new Trianoa” 
must be composed of traitors and any infringement of the Church’s 
spiritual or materia] rights must be inspired by the devil. 

About two-thirds of the Hungarians are Catholics. The 
Cardinal’s influence is greatest among the peasantry and among 
the conservative bourgeoisie; but in the last year he has won 
the respect even of democrats, who formerly disliked him for his 
reactionary political outlook and his Chauvinism. They now find 
themselves forced to admit that events have justified his early 


10 


decision to take the worst view of the new regime. It is probably 
more true today than at any time since the St Contd 
that the Church represents the spirit of Hungary. The “ ina 
has been arrested, not because of his relations with the insigmificant 
Otto, but because his great popularity is a danger to the regime. 

It may be assumed that the Hungarian Government will soon 
dissolve the Democratic People’s Party of Barankovics, the only 
remaining opposition in the Hungarian Parliament, which is closely 
associated with the Catholic Church. Though the political ideas 
of Barankovics are far to the left of the Cardinal's, and his party 
has adopted a cautious attitude, it infuriated the Government by 
voting against the nationalisation of schools, and it obviously 
cannot specifically approve the Primate’s arrest. In a recent speech 
the Communist leader Rakosi described the party as an ~un- 
necessary burden on democracy.” On December 14th the new 
premier Dobi of the rump Small Farmers’ Party said Barankovics s 
activities were “a complete negation of popular democracy “— 
in other words, superfluous. 


* * * 


Little Stalin of the Balkans 


The most striking feature of the fifth congress of the 
Bulgarian Communist Party, which opened in Sofia on December 
18th, seems to have been the publication of the new Five-Year 
Plan, which is to replace the Two-Year Reconstruction Plan which 
ends with 1948. 

The degree of industrialisation proposed in the Two-Year Plan 
seemed already fantastically ambitious, and speakers at the 
Congress admitted vaguely that it had not been completed, 
attributing the failure to the disorganisation of foreign trade 
caused by the droughts of 1946 and 1947. But the targets for 
1949-53 are immensely more ambitious. Industry is to cover 45 
per cent of the national output in 1953, in contrast to 30 per cent 
at present. The share of “heavy industry” (including mining 
and electricity) in total industrial output is to rise in the same 
period from 26 per cent to $5 per cent. Special attention will be 
paid to chemicals (especially fertilisers), agricultural machinery 
and electricity. Where the electrical and other equipment is to 
come from is not indicated. 

Even more striking are the plans for agriculture. There are 
now 1,000 collective farms in Bulgaria, but they occupy only a 
very small percentage of the agricultural land and produce a 
correspondingly small proportion of agricultural output. It is 
announced that by 1953 60 per cent of agricultural output will 
be produced by collective farms. Such a drastic change can 
clearly not be produced by voluntary means (except in the sense 
in which Soviet spokesmen, and their apologists in the west, 
refer to Russia’s collectivisation of the early ’30s as “ voluntary ”). 
It is most unlikely that Bulgaria will itself produce, or be able 
to import from within the Soviet sphere, sufficient tractors to 
mechanise its “collectivised agriculture. Therefore some new 
means will have to be devised to prevent the hostile Bulgarian 
peasants from slaughtering their draught animals, as did the 
peasants of the Ukraine 15 years ago. The Bulgarian collectivisa- 
tion is likely to be quite as ruthless as was the Soviet, and may 
well have equally catastrophic results for the economy. 

Among the reasons for this reckless decision one of the most 
important is certainly George Dimitrov’s obsession with the idea 
that he is the “little Stalin” of the Balkans. Under his “ genial 
leadership ” Bulgaria will be the first among the Soviet satrapies. 
This ambition is also revealed in his treatment at the Congress of 
the Macedonian problem. The official party line is now that 
Tito is the main obstacle to a South Slav federation which would 
include all Macedonia (including of course northern Greece) as 
a federal republic of equal status with the others. Thus Jugo- 
slavia as such would disappear altogether, and Dimitrov’s empire 
extend from the Alps to Salonica, and perhaps (for why should 


not Dimitrov put on the mantle of the late King Ferdinand ?) 
to Constantinople. 


* 7 oe 


Aladdin’s Lamp 


Every professor must occasionally bless the day when the 
public or the Government takes an interest in his special subject, 
especially if that interest be accompanied by a long purse—or 
perhaps more appropriately in the present case by a geni willing 
to dispense gold. When the Director of the School of Oriental 
and African Studies goes as far as to attribute an annus mirabilis 
to the generosity of the ‘state the good geni must have been 
working wonders. The most recent annual report of the School 
for 1947-48 bears this out. It reveals that the annual income of 
the School has risen almost tenfold since 1930. More remarkable 


THE ECONOMIST, January 1, 1949" 


still, the income from public grants will be running at ny 
£200,000 a year by 1950 as compared to £60,000 in 1947, 
all university grants had already increased steeply. sa 


the war that the number of people who could speak Slavonig 
African or Oriental languages and understood developments 
these countries was dangerously small. A Government committee 
under the Chairmanship of Lord Scarbrough (see The E 

April 19, 1947) recommended that a number of university departs 
ments should be expanded and that the University Grants Coms 
mittee should be empowered to support them liberally by grantg 
As an Aladdin Lord Scarbrough was remarkably successful. The 


This sudden affluence is the outcome of the discovery rc : 


recommendations were accepted and the results are now forth. = 
At the London School the grant will enable the © 
Governors to increase the staff to 167 this session, compared with 7 


coming. 


40 before the war: students studying for degrees are about three 
times as many as in 1938. Peace, trade and goodwill do not, 
unfortunately, follow a knowledge of Chinese history’ or 4 
mastery of Tclugu, Kanarese or Yoruba. But the necessity of 
understanding Africa and the East, and of sending to_ their 
countries well-informed businessmen and diplomats has an 
immediate importance that needs no emphasis. 


* * * 


The Open Hearth 


The heating of the Englishman’s home has been the subject © 


of ridicule among foreign visitors for years. The draughts, the 
dust, the burning of the legs and the freezing of the back have 
2'l received their share of derision. Even the most stalwart 


opponent of the hothouse atmosphere of Swiss or American © 


houses has himself been known to complain of the frigidity of 
his bedroom. Until now controversy over the causes and bless- 
ings of central heating has proceeded by assertion and counter 
assertion: for the first time it can now be conducted on the 
basis of facts. 

These have been provided by an experiment conducted by the 
Government Building Research Station in 20 council-type 
houses at Abbots Langley, which have been the subject of 
innumerable tests and trials, and in which over ninety kinds of 
heating apparatus have been installed. The object of the 
experiment was to find out which types of heating system are 
the most efficient and what are their comparative capital and 
running costs. The houses are divided into three groups in which 
space heating systems are intended to provide “ partial,” “ two- 
stage” or “whole-house” heating. The partial system corres- 
ponds to prewar practice with only the living room heated by an 
open or back-to-back fire, hot water being provided by a domestic 
hot-water heater in the living-room fire, the bedrooms being 
unheated. The two-stage system provides background heating 
and “topping up” by gas and electricity. The whole-house 
systems are designed to keep the whole house warm by central 
heating. 

The experiment reveals that the whole-house central-heating 
group is amongst the cheapest as far as fuel consumption is con- 
cerned, The annual running costs of £24 to £26 are far lower 
than for the two-stage systems and are as low or lower than for 
all but one of the partial systems, while providing much higher 
average temperatures. 

But when it comes to capital costs the picture is rather different. 
The various central heating systems cost £192 to £213 to instal 
compared to £88 to £120 for the partial group and {160 to 
£198 for the two-stage group. These facts provide strong argu- 
ments to support the continental school. But the open-fire burns 
so brightly in the Englishman’s (if not his wife’s) heart that he 
will require a lot more convincing. Meanwhile, the experiment 
continues, and provides a valuable source of reliable information 
for the architects and builders who are now making the blue- 
prints for the next half-million houses. 


o * x 


Tsetse Flies and the Colonial Office 


The announcement of the discovery of a drug to overcome 
the cattle diseases caused by the tsetse fly in Africa has led the 
Colonial Office into making some extravagent statements. While 
none but scientists could satisfactorily question the effectiveness 
of the new drug—it has so far only been proved to give immunity 
for four months in the case of one disease and six months in 
the case of another—any layman can question the promise held 
out of a vast increase in supplies of beef for Britain. 

Africa is an intractable country. Even if the Colonial govern- 
ment Officials succeed in persuading the Africans to stick hypo- 
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dermic syringes into their beloved cattle, the problems of trans- 
’ port, of irrigation, of abattoirs, of cold storage, of clearing grazing 

- grounds and of land ownership still remain to be solved, There 
can be no question whatsoever of an immediate expansion of the 
cattle herds or of the export of appreciable quantities of beef 





li 


some pedestrian decided, at the last minute, to step on to it. 
Regulation 5, on the other hand, simply requires every driver 
approaching a crossing controlled by police or lights to allow foot 
passengers who started “before the driver receives the signal 
that he may proceed” to complete the crossing. The injured 
plaintiff relied on Regulation 3. The London Transport Executive 
argued that, by inference, the driver of a vehicle at a light- 
controlled crossing was not under liability to assume that a foot 
passenger who started to cross after the lights had changed, 
against him and in favour of the road traffic, was other than 
suicidal. 

It would, of course, be much neater if pedestrians were made 
subject to control by traffic lights as drivers are. But they are 
not and, if the regulations attempted to provide that they should 
be, it is reasonably certain that they would fail. One of our 
remaining civil liberties is the right, as pedestrians, to be careless 
or foolish. As it is, the House of Lords has fallen back upon the 
well-tried expedient of deciding that a driver must act reasonably. 
He need not assume that a pedestrian will step out in front of 
him at the last moment at every crossing. On the other hand, 
he must not assume that, if his view of the sidewalk is obscured, 
that sidewalk is empty of pedestrians and that he can proceed 
without check. The best that can be said of this interpretation 
(and it is a good deal) is that it is precisely how the more 
cautious among both pedestrians and drivers do act on a busy 
highway. 


Note 


The text of the Government’s Bill to provide for payment to 
juries has now been published. The payments it is proposed to 
make cover travelling and subsistence allowances and a loss of 
earnings up to Ios. for four hours in a day and £1 for each day 
if a longer period of attendance than four hours, In general the 
cost of these payments will fall on the funds, local or national, 
which already bear the cost of the various Courts themselves. 
The Bill also proposes to abolish “ special” juries that is, juries 
of men and women drawn from a limited section of the electoral 
vote, save for commercial cases, for which a trial by “ City of 
London special jury ” can still be ordered by the Court. 


Shorter 
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nmittee to Europe. All that can be said is that a beginning has been 
nomist, made in the campaign against the tsetse fly and that if men 
departs and materials are made available for opening up railways, roads 
s Com >and water schemes, it might at some future date, many years 
grants? | hence, be possible to produce more beef than is actually required 
. The | by_the Africans themselves. — aa ae 
- forthe This is not to decry the achievement of the research scientists 
le the / who have produged the new drug; it is obviously a discovery 
-d with © °f +importance. But the scientists themselves—unlike their 
t three = (C(Vulgarisers in the popular press—would be the first to insist 
jo nog | 08 caution in their claims for the drug’s possibilities. It is known 
or eae for example, that bacteria, which at first succumb to new tréat- 
sity of ments, may develop resistant strains later. It may be that 
). thels » “antrycide ” will provide a more or less permanent cure against 
as ag the diseases brought by the tsetse fly, but that cannot be proved 
_ for some time yet. The Colonial Office are right to try the new 
drug out, but they should beware of giving the impression—so 
easily distorted in the popular mind—that it is the solution to 
Britain’s food problem. 
* * * 
5 Traffic Crossings 
ae The House of Lords has now given a decision which goes 
k haw ~~ a long way towards clarifying what are the rights of a pedestrian 
ralwan _ and a vehicle respectively at controlled traific crossings. ‘The 
serical decision was given in an action which arose from. the personal 
lity of ' injuries suffered by a lady who was crossing Baker Street, London, 
bi _ at a place where there are both a pedestrian crossing and a set 
Css of traffic lights and who, while doing so, was injured by a bus. 
Ounter “The lights were in favour of the bus but a stationary taxi-cab 
on the masked both the pedestrian and the bus-driver from each other 
b until they were too close to avoid the accident, 
by the aM The existing Traflic Regulations of 1941 are well-meaning but 
il-type * hardly practical when strictly construed. As Lord Porter said, 
ect of Regulation 3, read literally, would compel every vehicle to come 
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THREE CLEAR DAYS IN 
RIO DE JANEIRO— 


but away from your desk for only six! 


Shipping by air is often cheaper : 
Lesser insurance, packing and ware- 
housing costs mean that it is often 
actually cheaper to ship goods to 
South America by air. 


ws you or members of your 
staff are paying a flying visit to 
South America, you want to arrange 
the journey so as to eliminate un- 
necessary waiting for flights in 
either direction. British South 
American Airways operate the most 
frequent, and therefore the most 
time-saving, air-service to South 
America. You can fly to Rio de 
Janeiro, for example, on a Friday, 
spend 3 days there, and be back on 
the following Thursday. 


Announcing 


B.S.A.A.’s new Tudor IV’s 


B.S.A.A. have pleasure in announc- 
ing that they are already operating 
their new Tudor IV’s on the South 


Specimen frequencies and fares: American West Coast and Havana 


From London Flights Fares services, and will shortly be i@tro- 
fo per week —Singla Return ducing them on all their t 
Riodejanciro 4 €171.4 £308.3 bay p ull Chow tren routes. 
Buenos Aires 3 £1926 £346.3 These magnificent aircraft are 
Santiago 2 £208.10 €375..6 exceptionally quiet and comfortable, 


Subject to alteration 
Fast services also to Natal, Sdo Paula, 
Montevideo, Lima, Barranquilla and the 


West Indies. 
B. ° h Ge, i h 


BRITISH SOUTH AMERICAN AIRWAYS 


Reservations and Information, at no extra charge, from travel or freight agents, or from 
British South American Albways Corporation, 9j/1l, Albemarle Street, London, W.1 
(Regen: 4141). 


and are “* pressurised ” for above- 
the-weather flying. 
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Letters to 


Germany and the Powers 


S1r,—I realise that “ public opinion” in all the countries which 
were victorious over Germany in the two world wars accepts such 
views as you express in your article of December 11th “ Germany 
and the Powers”: “On the other hand, after two German 
aggressions it is impossible to re-admit the Germans to an equal 
place among the nations on the sole guarantee of their promise 
to be good.” 

Even if it were true that Germany had the greatest share in 
guilt for the outbreak of World War I, and if one could with 
justification hold all the Germans responsible for the aggression 
in World War II, it seems to me that one can with objectivity 
say that certainly World War II was the consequence of the 
aggressive peace after World War I where the victors did not 
keep their “ promise to be good” (14 points). If you now want 
to “avoid exasperating the Germans’ aggrieved nationalism,” it 
seems to me that the reason for such grievance can only be that 
for a second time the victors—this time already during the war— 
scrapped their promise to be good (Atlantic Charter) and have 
from 1945 onward exasperated the Germans by an aggressive 
peace policy, compared to which the Versailles treaty is child’s 
play. As long as the defence of “western ideals” deems it 
necessary to deny the Germans an equal place, because one cannot 
rely on their promise to be good, and as long as by these reasons 
the western idealists deem it necessary to submit German key 
industries to their control, it is obvious that the Germans cannot 
be considered as reliable partners for the West. If this control, 
as you suggest, was extended to the key industries of all western 
European powers, this would in practice mean no difference for 
the Germans, who would then find themselves in all other con- 
trols, if they were allowed to participate in them, in the same 
minority as they would be if there was only control of German 
key industries by the western powers and German representatives 
were on that control board. In the German view the real purpose 
of the control of her key industries is not to prevent re-armament, 
but to prevent her regaining her economic liberty in order to 
frustrate a possible competitor on world markets. Perhaps this 


German suspicion is just as unjust as the suspicion which, accord- 





































From The Economist of 1848 


December 30, 1848 


We are now at the close of the most eventful year in the 
history of modern Europe ; and it cannot but be useful to 
pause for a few moments in order to cast a glance cver its 
course, and endeavour to gather up for future profit some of 
the more remarkable lessons it is calculated to convey. ... 

The true and only safe policy of the friends of freedom 
and of progress in such times as we have recently witnessed, 
and indeed in all times, is to accept and make the most of 
all concessions, which either a sense of danger or a sense of 
justice may dictate to their rulers ; to remember that these, 
small though they may seem to one party, probably seem 
great to the other, and may have cost harder efforts of self- 
sacrifice than we can well appreciate ; to use them diligently, 
but soberly, as not abusing them ; to grow familiar with them, 
to become masters of them, to acquire dexterity in the use 
of them by steady practice, to consolidate and secure the 
possession of them, and then employ them gradually, as 
opportunity shall serve, as the stepping-stone to more. Any 
attempt on the part of the people to snatch, in the hour of 
victory, more than they know how to wield, more than they 
can use well, is a retrograde and a fatally false step ; it is in 
fact playing the game of their opponents. If they use their 
newly acquired privileges in such a manner as to show that 
they do not understand them, and cannot manage them, and 
that therefore public tranquillity and social security are likely 
to be endangered by the mistakes of their excitement and 
inexperience, the great body of sober and peaceful citizens 
are quick to take alarm... . 

. . . England has been peaceful because, through the long, 
plodding, patient industry of centuries, she has already gained 
all which other nations t 0 afrive at per saltum in 
a year. Yet we have had our disturbances, trivial and partial 
as they were ;—but they only served to show .*. . how 
thoroughly sound at core is the heart of our people.—how 
unlimited is our personal liberty—and how unshaken and 
lofty our credit, even after so crushing a commercial crisis, 
and so tremendous a political convulsion. 
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ing to your article, exists against Germany and if that was th — 
case, the solution of the problem existing between the westem 
idealists and Germany might be found in a quotation from 
Luther: “ We are al] of us sinners and lack the glory which yy 
should have before our Lord.”—Yours faithfully, = 
Reuterweg 14, Frankfurt Am Main 


The Cost of Parenthood 


Sir,—I have read with interest your article on the Cost qf 
Parenthood. Since I have made some calculations on the cog 
of children, I wonder if I might comment on one small point ig” 
that article. 

You say “even at the income level of {9 or £10 a week it ha 
been calculated that the gap in welfare between large and smal] 
families has been widened since before the War.” I do not think 
this could be sustained. My own figures show that, taking three 
families each earning £500 a year in 1948, and having no child, 
one child and two children respectively, the family with one child 7 
has a purchasing power 7.2 per cent greater than the childleg 
family, while the family with two children has a purchasing power © 
16.8 per cent greater. This involves converting present net — 
income into 1938 prices and allowing for the extension of the — 
social services since 1938. Since these three families would have  ~ 
had the same purchasing power in 1938, we can conclude that, a 
this level, the gap between the standard of living of families with ~~ 
the same income has narrowed. vag 

These calculations assume that there is only one earner. If we 7 
assume that in the childless family the income is contributed ~ | 
equally by husband and wife then these percentages fall to 05 
per cent and 9.4 per cent. Finally, my calculations endeavour 
to take account of the fact that the rations go further in a larger 
household. But such an attempt is necessarily hazardous. If we - 
leave out this allowance and continue to assume that the wife 
earns half the income of the childless family. the percentages fall 
further—to 1.6 per cent and 7.3 per cent. Even in this case the 
gap is narrowed for the larger family. 

Of course the standard of living of a family will be drastically 
reduced if the wife gives up paid employment in order to become 
a mother. But even here the discrepancy is less than it would 
have been prewar, since some tax is paid on the wife’s earnings 
where none would have been payable prewar (at the level of 
earnings corresponding to {500 per year in 1948), and because the 
rise in prices discriminates sharply in favour of the poorer families. 

None of these calculations can claim a very high degree of 
accuracy, and they omit two relevant factors: the raising of the 
school-leaving age and the costs of maternity (which are certainly 
larger than prewar). However there can be little doubt that the 
discrepancy in the standard of living between childless families ~~ 


as 
and families with two children has been reduced if we compare —_— for 
1938. with 1948—so long as the children are between 1 and 144 | ‘Fe 
years old.—Yours faithfully, A. HENDERSON © Br 
Department of Economics, [ ou 
The University of Manchester, Manchester, 13. mt 
ac 
Challenge to Natural Rubber 
Sir,—In the interesting review of the rubber position which 
appears in your issue of December r1th under the above heading : ( 
there are one or two statements which in their turn might be 


challenged or questioned. 

It is stated that “ The interesting point is that ‘GRS is com- 
petitive with natural rubber at a shilling a pound.” How is 
one to reconcile this claim to being competitive with the fact that 
it is deemed necessary to enforce by law the use in the USA of 
synthetic rubber up to a prescribed minimum quantity ? Does 
not such a measure of protection connote doubt as to its com- 
petitive power? And is it mot a fact that some of the raw 
materials from which this new product is compounded are sup- 
plied by Government at a price well below that charged to non- 
Government factories ? 

At a later stage in the article it is asserted that native rubber 
can be marketed more cheaply than plantation rubber. To many 
of us who believed we were well informed regarding the marketing 
of rubber this is an astonishing statement. 

_ Inthe concluding paragraph, reference is made to the possibility 
in the fugure of a “¢o-operative markeling scheme.” Presumably 
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‘this is a euphemism for a quantitative regulation scheme. Law and 
order, firm government, political stability and efficient administra- 
tion are all conditions essential to the ‘operation of any inter- 
national regulation scheme. Until these conditions are established 
—now sadly lacking in many of the rubber producing territories 





















[ Was the = iS it not premature to be considering any $uch scheme ?—Yours 
> Wester aithfully Joun Hay. 
On from §2-§4, Gracechurch Street, London, E.C.3 
which we 
ierecll Entente Cordiale ? 
> Srr—M. Georges Archambaud in his letter of two weeks ago 
» probably wanted to play the ever-alluring trump-card of political 
realism, when he tried to prove that, in the event of war, neither 
= France nor Belgium would fight. According to him, the Germans 
Cost @ © = “ look as if they were fed up with Kriegspiel for one generation.” 
the cop = 2 23=—s This last assumption musi needs sound over-optumusiic, or even 
Point ©. paradoxical, to all who believe, as I do after several visits to 
Pe postwar Germany, in the commonplace idea of the. military- 
ek it hg) minded German, a cliché so obviously confirmed by his manifest 
bs 


Feagerness to join any kind of military or para-military formation. 


Books and 


Supreme Commander 


« ae 
om 

4 

> sh 
[ae 
Bi = 
344 

* 

Re 
ae 
< 

















that, at « ‘‘ Crusade in Europe.” By Dwight D. Eisenhower. Heinemann 
ies with 582 pages. 25s. 
~ SoME reviewers of this book have unscrupulously attempted to 
If we sow discord: they have chosen to spotlight the differences between 
tributed ~ the American and British leaders, many of which were inevitable 
| to Of and natural, and in so doing have distorted the real tenor of 
deavour — ~the book. General Eisenhower is not the man deliberately to 
a larger destroy the whole edifice of co-operation which he so skilfully 
If we _ created, and it is misleading to suggest that his attitude towards 
he wife the British has fundamentally altered since he was Supreme 
ges fal © Commander, or that his book is an attack upon his allies. 
ase the General Eisenhower tells his story simply. It is not indeed 
in his character to be provocative, critical or dogmatic. He has 
istically set down the history of his war—unembellished and straight- 
become forward. To pick a quarrel with his statements and decisions 
would is to question the results of the continuous and intimate delibera- 
arnings tions of the chosen representatives of two Great Powers through 
evel of the most crucial four years of their history. Individual accounts 
use the —S«—«of':s such far-reaching operations as those for the conquest of 
amilies. © Europe and the downfall of Japan cannot be challenged piecemeal. 
zree of © Each one is a contribution *to the archives of the future, when, 
of the at a decent distance, the effects of agreed decisions can be 
rtainly assessed in true perspective. 
hat the © = “Crusade in Europe” is the personal record of a man who, 
amilies © as much as any other great figure of recent years, was responsible 
ympare —_—s for success in battle and, more than many, for unity in peace. 
and 14 ~~ ~Few have done more than he to sow accord between Great 
RSON Britain and the United States of America. He is at pains to set 
out in his book the points of difference between them, and these 
bring into startling relief the miracle of co-operation which was 
achieved. Twice in a short time—in three months for the 
which COMPANY 4 
eading G d and all in the 
sht be oo WEATHER li , 
| LIVING sterling area. 
; COM- 
low is Stay as long as (and spend what) you like. Relax ——————_—_———- 
-t that > or go gay—go racing, yachting, dancing, swim- ?Sh-button service 
SA of ming or “ snorkel ” fishing—or just play bridge every amenity 
and sit in the sun. English cigarettes are still . 
me, 1/6 for 20—with bargain fashion shopping on caine “ork 
e raw Kingsway. Malta invites you to her social ballroom 
sup- & centre—and Europe’s most modern hotel—where 125 bed 
8 pre-war English-style luxury mingles with Medi- and bathrooms 
}Mnon- | terranean sunshine, sport, tradition and charm. 

a eS ™ ‘ 8 main suites 
uber Ph facing Veoad'e 
aber #7 HOTEL Fhoenicla = 
ceting | &3 MALTA G6.C, ee 

a For further information write, The Malta Hotels Co.,Ltd., from 
bility Public Relations Division, 34, Grosvenor St., London,WA “2 
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M. Archambaud’s assumption that Belgium and France are not 
prepared to pay more than lip-service to the Western European 
team is not only irrelevant, but misleading. Without indulging 
in “pious lies” or blimping patriotism, why should one not 
accept the fact that F ield-Marshal Montgome ery was very favour- 
abiy impressed by the new and “tough” army now ‘training in 
France, under the leadership of General De Lattre de Tassigny ? 

M. Archambaud’s plea that Anglo-American resources are just 
being squandered on “ groggy partners” is in blatant contradic- 
tion with his contention that neutraiity, in this “ insidious Russian 
century,” is unrealistic and impossible. There is, indeed, no other 
way but to do everything that can be done to put the vacillating 
partners on their feet again, so that they should mot be tempted 
to seek an illusory solution in a deceptive neutral’ty. 

The reference to answers given by prominent Frenchmen to 
the weekly “ Carrefour,” as to what they would do “ if the Russian 
army invaded France” is utterly unconvincing ; for those “ promi- 
nent Frenchmen ” were bearing in mind the lessons of the German 
occupation : reluctance to commit themselves was the main 
characteristic of their answers.—Yours faithfully, MicHet CLerc. 

30, Chapel Street, W.1, 


Publications 


Mediterranean operations and in five months for “ Overlord ”— 
he assembled considerable headquarters composed of equal parts 
of British and American staff. Even, the most grudging will 
admit that he accomplished that which he has set out in his book 
as the ideal—that “ the teams and staffs through which the modern 
commander absorbs information and exercises his authority 
must be a beautifully interlocked, smooth-working, mechanism.” 


It is a book written by an American for Americans. ©The 
American arrows on the maps may seem large in comparison with 
the British, but General Eisenhower is careful to say that the 
latter were stretched far outside the pages of “Crusade in 
Europe.” On page sixty there is a table of forces taking part 
in “ Overlord ” with which the most convinced Anglophile cannot 
fail to be satisfied. Throughout the book there are sentiments of 
admiration, respect and affection for British leaders, British 
colleagues and the British people. 


Decisions taken in war are wide open to debate in peace. 
.. . War is always conducted in the realm of the possible and 
of the estimated rather than of the certainly known,” writes 
General Eisenhower, and he defends with vigour his ‘decisions 
on some of the most controversal aspects of it: the “ Anvil” 
operation through Southern France as against a strengthened thrust 
from Italy into the Balkans; the crossing of the Rhine on a 
broad front as against a strengthened thrust in the north; the 
Berlin stakes. In one other instance, however, it is necessary 
to comment. The impression conveyed by the book is that the 
Prime Minister and members of the British Chiefs of Staff Com- 
mittee were very reluctant to invade Europe across the English 
Channel. This is not altogether fair. Mr Churchill remembered 
the slaughters of World War I: he was naturally anxious to avoid 
repetition of them. But there was no flinching from the necessity 
for the operation as a war-winner; Mr Churchill’s doubt was 
about the timing. 
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It can be argued, on the other hand, that the North African 
invasion was a dispersal of strength. But was in? It paid 
tremendous dividends, and, at that period, was the only other 
area besides the Western Desert where the enemy could be met 
and fought, and where the fruits of victory could be the invasion 
of the European fortress, even though that invasion was through 
the “soft under-belly ” and not through the hard Atlantic Wall. 

He says that “ politics, economy, fighting—all were inextricably 
mixed up and confused ene with the other.” His handling of 
divers nations and personalities was masterly, and, through it ail, 
whether it was a chilly interview with General Giraud, a political 
decision such as faced him when Admiral Darlan appeared in 
Algiers, an impact against a personality such as Field-Marshal 
Montgomery’s, or a difference of view with the formidable figure 
of the British Prime Minister, the Supreme Commander emerges 
as a man who was courageous in decision, tactful in disagreement, 
unswerving in purpose, and modest in achievement. 


A Swiss Analogy? 


“ Collective Security in Swiss Experience.” By W. Rappard. 


Allen and Unwin. 150 pages. 12s. 6d. 

THE controversy between the Federalists, who want to see a real 
merging of sovereignty between the West European nations, and 
the other “United Europe” groups, who propose to set up a 
European Assembly without executive powers, lends particular 
point to Professor W. Rappard’s book. He combines a wide know- 
Jedge of international problems with the practical advantage of 
living in a federal state whose working he has observed closely. 

His book shows how for five and a half centuries Switzerland 
was no more than a loose grouping of sovereign states, bound 
together by treaties. These states differed enormously. Some 
were poor, forest-girt communities of self-governing peasants, 
Some were wealthy city-states, ruled by merchant oligarchies. 
Some were Catholic, others fiercely Calvinist. Some spoke 
German, others French or Italian. In spite of this diversity, the 
Swiss allies preserved their partnership through many crises. 
The unwieldy machinery might creak and groan, but when danger 
threatened enough force was mustered to repel the aggressor. 
Meanwhile, out of the habit of co-operation, a Confederation was 
born. Then there appeared an aggressor whose attack took the 
form less of armed invasion than of an invasion of ideas. The 
Swiss alliance crumbled before him. Napoleon seized Switzer- 
land without difficulty, and the country was only liberated by 
his final overthrow. : 5 

The Swiss drew the moral. 
system and created a strong 
the separate sovereigntic 
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They centralised their defence 
federal union, which finally absorbed 
s of the cantons. 

Professor Rappard, “for contemporary 
mankind any other alternative to misery, internecine anarchy, 
dictatorship and collective suicide ? ” ; 


British Insurance 


“ A History of British Insurance.” 


By H. E. Raynes, 
397 pages. 35s. 


Pitman: 
Numerous books and papers have been written on different 
aspects of British insurance history but this is the first work in 
which the subject is treated comprehensively. It covers the whole 
ficid with the exception of social insurance and industrial life 
ssurance. The author has spent some forty years in the 
industry ; for the purpose of this work he has made a careful 
study of existing insurance literature and has also read widely in 
economic history, with the object of weaving the insurance thread 
into the pattern of general commercial ‘and industrial develop- 
ments. 

_ The story is a romantic one, not without its seamy side. Largely 
it is the story of the enterprise, of individual men and of the 
companies or groups of underwriters whose destinies they con- 
trolled. With a mass of information at his disposal the author 
has succeeded in bringing out the main phases in development, 
beginning with the introduction of marine insurance to England 
by the Lombards in the Middle Ages and the first essays in life 
assurance in the sixteenth century and in fire insurance after the 
Great Fire of London. The effects in turn of monopoly, laisser 


faire and self-regulation are shown and the story is carried 
ventually to the enormous expansion in the present century, 
chiefly in the various new forms of accident insurance, and to 
the accompanying legislative developments. 

The book brings out clearly the need for some degree of 
co-operalion ameng insurance -companies—recognised even in the 
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United States, the home of anti-trust legislation—but shows alg’ 
the need for competition as a stimulus to progress, this being 
provided by underwriters at “ Lloyd’s” and by the independey 
companies. The forces leading in recent years to the growth @ 
large composite companies and powerful underwriting syndicate 
are well described. A more extensive treatment of the positigg 
of British insurance in the various overseas markets, and of th 
difficulties which have had to be surmounted in establishing ang 
developing this valuable contribution to our invisible exports 
would have added to the value of the book, as also some explang 
tion of the effect of the two World Wars on British insurance, 


These and other omissions are perhaps inevitable in a first attemp 4 


to cover so large a subject. 


Shorter Notices 


“ Theories of Welfare Economics.” By Hla Myint, PhD 
The London School of Economics and Political Science. 2% 
pages. 15s. Ss 

Tus study, historical and analytical, of the development of welfate 

economic theory is a thorough, scholarly, uncompromising piece of 

work by a specialist for specialists. Beginning with the criteria @ 
economic health used—consciously or unconsciously—by the classi¢s, 

Professor Myint pursues his theme through its development at the 

hands of Sidgwick, Marshall, Pigou, Knight and Clark to what he 


terms the “Ethical Level” in contrast to the “ physical” and “sub 7 


jective ” levels earlier considered. Here the economist must emerge 
from his speciality and “ either explicitly make use of his own ethical 
values or share the moral responsibility of accepting the ethical values — 
of the majority. Professor Myint does not dream of claimi 
that welfare in the ethical sense can be determined by the met 


of economic analysis; but the pushing of economic analysis to its . 
dimits can, he holds, isolate and clarify the nature of the ethicd © 


welfare problem. Many students unwilling or unable to follow him 
the full extent of his argument will benefit by his skill and acuteness 
in disentangling the threads of theoretical development. 


“Democratic Finland.” 
151 pages. 7s. 6d. 


THE appeal of this competent little book by the younger brother of 
the present Finnish Foreign Minister is more limited than its title 
suggests. It describes the machinery of government in Finland, 
The antiquity of the democratic attitude among the Finns is brought 
out by a preliminary historical review, after which the country’s 
political regime and the laws and principles on which it is based, the 
chief organs, the legislature, the administration and the judicature are 
dealt with. The way in which this apparatus functions in practi¢e 
is described by reference to postwar politics. A brief conclusion 
stresses the continuity of Finnish political life. 


By Arvid Enckell. Herbert Joseph 


“The Constitutions of the Americas.” Edited by Russell 7. 
Fitzgibbon. Chicago University Press. (London: Cambridge 
University Press) 846 pages. 55s. 


Ir is nearly forty years since a collection in English of the Constitutions 
of the Latin-American states last appeared. Many changes have been 
made since then. The present work, which supplies a complete and 
accurate translation of the constitutions of the 22 American states 
in force on January 1, 1948, thus fills a need. The constitutional 
development of Latin America is discussed in a useful introduction. 
The evolution of the constitution ef each particular state is briefly 
described at the beginning of the appropriate section. There is @ 
selective bibliography. Altogether, Professor Fitzgibbon and his 


collaborators are to be congratulated on a lucid and thorough 
producuon. 


*“ British Local Government.” 
E. MacColl, J.P. 
pages. 7s. 6d. 


THis is the best and most-up-to-date short textbook on local govern- 
ment. Especially interesting and novel are the chapters dealing with 
local politics and with the growth of the party system in local 
government, which is shown to coincide with the rise of the Labour 
Party. There is also an interesting analysis of the occupations of 
councillors. The inclusion of the different Scottish system inta such a 
short book deserves commendation. . 


By E. C. R. Hadfield and James 
Hutchinson’s University Library. 172 


‘ The Hospitals Year Book.” The British Hospitals Association, 
52 Green Street, Park Lane, W.1. 


Tuts is a very useful guide to the hospital service. It gives alist of 
all the hospitals, grouped under their management commitices, included 
in the different regions, and of the teaching hospitals. It also shows 
which hospitals have been “disclaimed” by the Minister of Health. 
In addition the year book contains much valuable information, both 
textual and statistical, on the working of the hospitals in 1946, including 


their costs, and a summary of the hospital provisions of the National 
Health Service Act. 








| Mr 


4 soul 





sto! 


[] De 


of ; 
ia 
foll 





> ho 
















A beg 
LOWS alg 


a 
TOWth gf 
yndicates 

- POSition 
id Of the 
hing and 
exports, 
explang. 
IsUTan¢e © 


THE ECONOMIST, January 1, L¥4y 


Business 


T the close ot the year, expectations of a decline in business 
during the next twelve months are more general than 
at any time since the end of the war. The magazine Fortune 
_ has just conducted a poll of businessmen, of whom 65 per ceat 
anticipated a deterioration in business during the new year. 
_ Economists, who were included in the poll for the first time, 
were more optimistic ; only 41 per cent of them expected a 
deterioration, but 39 per cent thought that there would be no 
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lanai change in business activity. Sentiment has been growing per- 
tat the = ceptibly less hopeful, especially among businessmen, ever since 
What bt = Mr Truman’s victory took them completely by surprise. This 
oa é despondency is probably to some extent a reaction to that 
n ethical surprise and business sentiment may well be moving in the 
al values opposite direction by spring, if the present alarm at what the 
Claim Administration and Congress may do proves unwarranted. It 
ated is is likely to prove at least exaggerated, since Dr Nourse, of the 
» ethical Council of Economic Advisers, who is drafting the Adminis- 
v him @ tration’s programme, is far from being a radical and since the 
Cutenes southern Democrats, who will control Congress to a substantial 
egree, have always been the antithesis of New Dealers. 

% But the year also closed with more signs of weakness in 
Joseph business than at any time since prewar days. Sales of 

~ merchandise during the weeks before Christmas lagged behind 
ce ' those of a year ago in value, which, since retail prices were 
Finland _ substantially higher, meant that the physical volume of sales had 
brought fallen considerably. So disappointing were results that some 
ountry’s stores a week before Christmas were reducing prices, and on 
sed, the December 26th extensive clearance sales, with price reductions 
ture are eee ' ' 
practiée of as much as 50 per cent, were advertised by department stores 
nclusion in New York and other cities, and are reported to have been 

_ followed by heavy buying. 

s But the fall in Christmas expenditure is only one of the signs. 
ssell H. a Many fewer new houses were started this autumn than last. 
‘bridge ~ There have been reports of such rapid accumulation of in- 

ventories of some kinds of lumber that production has been 
itutions ~~ curtailed in the northwest. The market for expensive old 
- be houses has softened in some areas, and flats of the more expen- 
. arall sive type are now available. Serious unemployment exists in the 
tutional New York theatrical district—especially among male actors— 
luction. = and Hollywood has been suffering from a major slump for several 
om oe months. Sales of life insurance have been falling for some time. 
nd Sizable layoffs of workers have been made by some railroads, 

by at least one electrical equipment company, and both layoffs 


orou ae 

“= and short work weeks are general in the textile industry. Coal 
supplies have become so ample that production is being reduced 
in marginal mines. Instead of the possible oil shortage heralded 
for this winter, supplies are so large that price cutting is 
appearing. Prices of “second hand” new automobiles have 
dropped. The stock market, after rising in the summer, has 
fallen back about 10 per cent and become very inactive, with 
prices extremely low in relation to both earnings and asset 
values. 

Underlying these spotty surface symptoms, there are more basic 
reasons for expecting a decline. Every one of the conditions 
postulated by Professor Haberler in his synthesis of the theory 
of the business cycle, in the excellent work “Prosperity and 
Depression ” published by the United Nations, as being present 
at the crisis of the upper turning point of that cycle are visible 
in the United States today, in some degree at least. A large 
majority of the indicators of business maladjustment, which gave 
warning of all five inter-war slumps four to ten months in 
advance, pointed to a downturn in 1947 and have not changed 
since. They may be inapplicable to postwar conditions, or the 
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AMERICAN SURVEY 





in 1949 


(From Our US Editorial Staff) 


aftermath of war may simply have lengthened the time-lag. 
Sensitive commodity prices have been falling almost steadily 
since their high record in February, 1948, and closed the year 
well below a year earlier. The index of all commodity prices 
has been falling for some time and at the end of 1948 was at 
almost exactly the same level as at the beginning of the year. The 
cost of living has been declining during recent weeks, though it 
is still higher than at the end of 1947. 

The accumulation of business inventories, which has made a 
significant addition to output for some years, may not recur in 
1949 if business sentiment is uncertain. Net investment abroad is 
likely to be running at a lower rate by the latter part of the year. 
Expenditure on the enlargement and replacement of business 
plant and equipment has been high ever since the war, but 
there were reports before the election, which have since become 
more persistent, that much of it was nearing completion; the 
total is therefore likely to be reduced in 1949. Wage rates are 
very high in comparison with the past and very rigid ; many busi- 
nesses would show a loss if there were even a small recession in 
sales, and, if they cannot cut costs, they may curtail output and 
employment, as has already happened in the film and textile 
industries. In this situation a “ fourth round ” of wage increases, 
if insisted upon by the trade unions, might lead to unémploy- 
ment rather than to extra doilars in pay envelopes, even though 
profits in more fortunate concerns remained high. Finally, a high 
rate of investment has been financed during the last two years by 
central baok credit. Even if the Federal Reserve Banks are pre- 
pared to continue to supply it without restriction by buying 
government securities, the institutions which have been convert- 
ing their government securities to private bonds and mortgages 
may, in at least some cases, reach the limit to which they will, or 
can, go in 1949. 

* ~ 

But though the surface symptoms and the underlying evidences 
of weakness are both persuasive, there are arguments of some 
potency on the other side. The quantity of money is unusually 
large in relation to national income, and plentiful money is not 
customarily a precursor of business slumps. Interest rates, though 
they have risen slightly, are still so extremely low as to be much 
more of a stimulus than a deterrent to investment. There is a 
powerful incentive for mechanisation at every point in business 
and domestic life, since machinery is unprecedentedly cheap in 
terms of wages. And, perhaps most challenging of all, defence 
outlays and military aid to Western Union may mean a sub- 
stantial rise in government spending. Such a rise might easily 
be enough to offset weaknesses in other sectors of the economy— 
and perhaps even more than offset them. 

These conflicting facts clearly do not admit of much certainty 
about the outlook for 1949. The balance of purely economic 
evidence, moreover, seems to point toward some tendency to 
sag in business during part of the year. This is reinforced by 
the $15 billion limit which the President has set on defence 
outlays and which both Dr Nourse and most private analysts 
agree would not strain the country’s resources. It is reinforced 
also by the sheer length of time the boom has already lasted and 
the height it has reached. But, as far as can be judged now, 
the odds seem to be on only a gentle sagging. The plethora of 
money, the vigour of technology, the scope of the nation’s 
resources, the desire for goods and services, suggest that large 
new fields of demand could and would be opened up if prices 
fell only moderately. The new year is not at all likely to be a 
1929, or even a 1921, and it could be one in which the abate- 
ment of the boom would be scarcely perceptible 








No Voice in America 


[FROM OUR US EDITORIAL STAFF] 


In a recent book on American foreign policy Mr Edgar Ansel 
Mowrer said that “Harry S. Truman wrote his name im 
gold among those few American Presidents who have shaped 
world history.” Western Europe would no doubt agree with 
Mr Mowrer ; but the astonishment with which reviewer after 
reviewer quoted his words shows that few in the United States 
think them more than an attempt to be provocative. There is 
in America an almost complete failure to understand either the 
merits of, or the large measure of success obtained by, the 
foreign policy which has been developed, since Mr Marshall 
took office nearly two years ago, by the Secretary himself, his 
successive Under-Secretaries, Mr Dean Acheson and Mr Robert 
Lovett, and the Planning Division of the State Department 
headed by Mr George Kennan. 

The Secretary of State has no natural forum in which he can 
regularly give a general accounting of his stewardship. Such a 
speech as Mr Bevin makes at intervals in the House of Commons, 
covering the whole world and discussing the problems of each 
area in turn, has never been considered necessary and no occa- 
sion is provided for its making. In the United States the 
President is himself responsible for foreign policy, and the 
Secretary of State is only his agent. It should be, therefore, the 
President’s task to explain foreign policy, but it is one that few 
Presidents, except Mr Roosevelt, have ever undertaken. In his 
fireside chats of the nineteen-thirties Mr Roosevelt used to make 
periodic progress reports, in which he boasted of achievements 
and also told, with almost equal emphasis, what remained to be 
done. But there has been no attempt at an official balance sheet, 
in easily understandable terms, since his successor took office. 

Under the present Administration, individual members at 
times express their satisfaction with particular aspects of policy, 
but no voice with authority has given America a complete 
picture. Even if Mr Truman had been as expert in the tech- 
nique of the fireside chat as his predecessor, he would have had 
a hard time persuading any American of the merits of any policy 
carried out by the State Department. Any account of gains and 
losses in the foreign field would have to be taken on trust. Mr 
Roosevelt, concerned with domestic issues or the villainy of 
Fascism, was able to make his explanations to an audience itself 
experiencing, and therefore understanding, the progress and the 
disappointments he reported. Mr Roosevelt had also a genius for 
the use of simple metaphors and an ability to paint a picture of 
purity and simplicity which would not have been inappropriate 
on a Christmas card. He would not have found it easy to picture 
the present disturbed state of the world, but, at least, he would 
have tried. Mr Truman has not yet tried, nor has he given 
anyone else in the Administration the job. 


* 


During the last two years, when the need has been greatest, 
the President has had the added complication of a hostile 
Congress, which has been suspicious of the motives behind any 
statement suggesting that anything was right with any American 
policy. Congress did give him permission and funds with which 
to run an Information Service—including “The Voice of 
America ”’—to tell the rest of the world what the United States 
was doing. But if Congress believed that partisanship should 
stop at the water’s edge, it also believed with equal fervour 
that bipartisanship should start there. Both parties had made 
their contribution to the new foreign policy, but, with the 
elections approaching, the Republicans saw no reason to 
emphasise its achievements, since the inmmediate credit would 
go to the Democratic Administration. 

The Bipartisania, proud ship of American foreign policy, was 
built by the united efforts of the men in both parties who under- 
stood foreign affairs. She was launched and fitted out by the 
Secretary of State himself, by Mr Lovett and Senator Vanden- 
berg, by Senators Smith and Lodge, Representative Eaton and 
Mr Harriman. As she slid down the ways her hull gleamed 

with the fresh paint of new ideas. But on trip after trip through 
Congress, barnacles have collected on her bottom, barnacles 
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which were allowed to remain as a concession to the reactionarig = 
of the Republican Party, whose strength, it was assumed} 
wrongly as it turned out, would be greater in January and wh» 


must be appeased in advance. e 


But before the Bipartisania’s hull is cleaned there will have 
to be a realisation in the Administration that the Democray 
won the election. Whatever may have been Mr Trumany 
convictions, there is plenty of evidence that the staffs of depart 
ments and agencies are as dazed by their victory as the 
Republicans are by their defeat. They are behaving exacth © 
as they have been behaving during the last few months and a” 
they might have been expected to behave had they been pre 
paring to hand over to a new team. They have not yet had 
time, apparently, to reassess their policies and decide which 
were those of their own party, which had been genuinely a zy 
with the opposition and which were mere concessions to the - 
Republican die-hards in Congress. : 


Among these concessions were General Clay’s Ruhr polig 

the dismantling clauses in the Europedn Recovery Act, th 

personal untouchability of General MacArthur, the attempis 
restrict East-West trade under the Marshall Plan, and the per ~ 
functory acceptance by Mr Marshall of the necessity of giving — 
military aid to China before being allowed to carry out his” 
reconstruction plans for Europe. (The Palestine policy of the 
Administration is the result of another weakness—tha: of 


withd 


the places of the trained navigators for the greater part of the 












. 7 
trip.) -* by th 
The Chinese policy is now bringing anguished cries from the in th 
very people in China whom a Republican policy might have — _ Mrt 
been expected to please—the American business community, — but t 
Daily complaints are reaching Washington that the British have 4 Cannes 
outsmarted them again. When the Communists arrive, the ©O2" 
reports say, the British will be treated with greater favour ae ! 
because they are not connected with a Government which has — iu 
; ‘ ae nia a * > with 
given financial and military support to Chiang Kai-shek. In 7 wri, 
China it may be too late to recover from the harm done by the ~ = wher 
need for appeasing the Republicans. On Japan, on the other — slan 
hand, there is no real divergence in policy between the two bask 
parties and even a grudging admiration among Democrats for gruc 
General MacArthur’s achievements. There is certainly enough ie 
admiration to make it probable that his retention in Japan, even om 
though a. Presidential election is no longer impending, will be ne, 
considered more politic than his return to the United States. N 
Curiously enough, it is a Republican, not a Democrat, who guil 
has shown the keenest realisation that the Eightieth Congress tim 
is no longer an impediment to the efficient conduct of his agency. stat 
Mr Paul Hoffman has shown a sturdy independence of pressure 2 
groups before—when telling the tobacco growers very bluntly (Or 
that the objective of the Marshall Plan was European recovery, sug 
not the promotion of exports. Last week he attacked another of 
special interest, and one with a loud voice in both parties, when hav 
he announced that he would not continue to pay inflated freight ’ 
rates in order to carry out the provision, inserted in the Economic file 
Co-operation Act during the course of debate on the floor, Ca 
that 50 per cent of all ECA cargoes should gs in American \— 
ships. Mr Hoffman has since, however, agreea to continue to Cx 
observe the requirement for an additional month, until dis 
February Ist, in order to permit the new Congress to consider 
the problem. If Mr Hoffman could spend all his time in se 
Washington, ECA would have an even better reputation than les 
it has. Unfortunately, when he is away his deputy, Mr Howard gt 
Bruce, always seems to put his foot, instead of his head, into the A 
breach. His recent announcement on aluminium scrap, made - 
th 
N 
“AMERICAN SURVEY” is drawn from three e 
sources. Articles described as ‘‘From Our US Editorial ’ 
Staff’’ are the work of a small group of regular . 
correspondents, resident in the United States. Articles 
with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘From a Correspondent in Ohio"’ 
are from outside contributors. ' 
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without consultation with the State Department, is an excellent 
example of the habit, which cannot be broken in a few weeks, 
of conciliating an expected Congressional opposition which may 
ot now materialise. 

Among the Congressmen who will not return are many of 
he old isolationists who, because they were isolated from the 
main stream of American emotion before December, 1941, 
ended to become pro-Germans. The existence of this group 
was responsible for certain aspects of German policy, such as, 
for example, the dismantling clauses and the emphasis on 
German industrial recovery. 

The Administration need no longer lack courage in its policies 
nor in its explanations of them. Mr Truman does not have to 
defend himself nor need he consider the army of investigators 
who were prepared to descend on and dissect the records of the 
+Federal government over the last sixteen years. The time has 
‘come when Americans should hear, from the Secretary of State, 
‘of some of the achievements of American foreign policy since 
ithe day in March, 1947, when the United States took the 
‘diplomatic offensive and drove the Russians on to the defensive. 


American 
_ The Spy Serial 


Notes 


The indictment of Mr Alger Hiss on two counts of perjury 
> by the Federal Grand Jury in New York opens a new chapter 
in the spy serial of the Un-American Activities Committee. 
Mr Hiss is to be presumed innocent until he is proved guilty, 
but the unearthing of sufficient evidence to justify an indictment 
_ casts an unfavourable light on the President’s stubborn and 
' continued insistence that the investigation is “nothing but a 
red herring”; on the past ineffectiveness of the Department of 
~~ Justice and the Federal Bureau of Investigation; and on the 
withholding of vital evidence until the eleventh hour by Mr 
~ Whittaker Chambers, whose pumpkin only yielded up its measures 

' when they were needed to defend Mr Chambers in the $75,000 

slander suit brought by Mr Hiss. The committee itself, finally 
> basking in a measure of long-denied vindication, has only 
> grudgingly surrendered witnesses to the Grand Jury, and in its 
* outrageous treatment of the reputation of Mr Duggan, the former 
— State Department official who fell or jumped to his death last 
’ week, has shown how little its appetite for sensation has been 
satisfied. 
Mr Hiss is charged with perjury, not espionage. If he is found 
guilty, the three-year statute of limitations applicable to peace- 
time spying may prevent a trial on the graver charge. The 
statute was suspended in 1942 unti] three years after the close 
of the war, but the guilty may escape if it cannot be proved 
that any of the documents were transferred in 1939 or Jater. 
(One of the cruellest cuts inflicted on the committee was the 
suggestion that one of its members, by turning a torch on one 
of the rolls of film taken from Mr Chambers’ pumpkin, might 
have destroyed the evidence needed for a conviction.) 

The fact that secret papers could be removed from official 
files or copied, by no matter what hand, has prompted both the 
Committee on Un-American Activities and the Attorney-General 
to draw up proposals for tightening the espionage laws in peace- 
time. The committee promises to revive the Mundt-Nixon anti- 
Communist Bill, including in it new provisions for searching out 
disloyal officials and punishing those who reveal state secrets. 

The Attorney-General’s aim is to make convictions easier to 
secure, perhaps by changing the statute of limitations, by 
legalising wire-tapping and by dropping the requirement that 
guilty intent must be proved. The absence of an Official Secrets 
Act in Washington has long been felt, though since 1938 codes 
have been strengthened and precautions redoubled. In the present 
case, however, it has been the inability to secure the facts, rather 
than a conviction, which is alarming. The Committee on 
National Security of the Hoover Commission points out that the 
proposed changes in the law, unless very carefully drawn, might 
endanger fundamental liberties without providing an automatic 
solution of the spy danger, 


* * x. 
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_ Farmers on the Fence 


The annual convention of the American Farm Bureau 
3 Federation, the Most important of the national agricultural 
organisations, met just before Christmas, in the heat of the victory 
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which the farmers are told they gave to the Democrats and in 
the chill of a decline in net farm income, the first in a decade, 
and of agricultural surpluses resulting from a crop year in which 
farm output surpassed all previous records, both in quantity and 
quality. The southern delegates, especially susceptible to this 
chill, sought to add fuel to the victory bonfire by consigning to 
the flames the new Agricultural Act pass¢d by the Republican 
Congress. The main provisions of this Act will not apply until 
1950, when the wartime system of farm price supports at 90 per 
cent of parity—parity is the price which gives the farmer the 
same purchasing power in return for his present output. that he 
had in an earlier base period—will be replaced by a flexible 
system under which support prices will move downwards, as 
surpluses accumulate, to as little as 60 per cent of parity, will 
rise again as supplies become normal and will be mandatory 
only for the six basic crops—-cotton, tobacco, peanuts, maize, 
wheat and rice. 

The southerners urged the Federation to abandon the endorse- 
ment which it gave last year to the flexible price support system 
and to come cut in favour of permanent price supports at 90 per 
cent of parity for the basic crops. They were joined not only 
by some of the mid-western wheat farmers, but by representatives 
of the fruit and vegetable growers of the east and far west, who 
want mandatory price supports for their products to, continue. 
Price supports for such perishable commedities have already 
involved the government in heavy expenditure and have given 
force to the argument that farm price supports are responsible 
for the high cost of living. Mr Allan Kline, the president of 
the Federation, who was closely concerned in the drafting of the 
new Act, insists that fixed price supports, applicable to all farm 
output, will inevitably be accompanied by restrictions and 
regulations which will be most unwelcome to the farmer. His 
advocacy of flexible price supports had the backing of the majority 
of mid-western maize and cattle preducers, the strongest single 
block in the Federation. Incidentally, they come from States 
such as Iowa, Ohio, Wisconsin and I!lmois, whose unexpected 
readiness to vote for the Democrats was largely responsible for 
Mr Truman’s victory, while the chief wheat-producing States, the 
Dakotas, Kansas and Nebraska, remained Republican: it does 
not, therefore, seem to have been the new Agricultural Act, as 
its Opponents contend, which turned the farmers against the 
Republicans as much as other aspects of the agricultural policy 
of the Eightieth Congress. 


* 


In committee, the battle between the two factions appears to 
have been fierce and close; a public repetition on the con- 
vention floor was avoided by a compromise resolution, which 
approved the new Act in general terms, but recommended the 
Federation’s board of directors to examine at its next meeting 
(in January) the advisability of urging price supports at 90 per 
cent of parity for the basic creps whenever growers accept controls 
on the quantities marketed. Senator Thomas, of Oklahoma, the 
incoming Democratic chairman of the Senate Agriculture 
Committee and an intimate of the southern cotton growers, 
immediately announced that the first business of his committee 
would be to consider such a change in the new Act and also 
the extension of price supports to non-basic commodities. 

The Secretary of Agriculture had climbed astride the fence 
of agricultural policy a few days before the Farm Bureau 
Federation. In a speech made ai the convention he had declared 
his readiness to see amendments made to the 1948 Act, which 
he had helped to draft and had endorsed in principle, if not in 
detail. The Secretary did not specify what amendments would 
be acceptable, although it is believed that he thinks the price 
floor of 60 per cent of parity is too rigid. It may be that he 
hopes this demonstration of willingness at least to look at what 
is on the other side of the fence will avoid a forced descent on 
that side under the pressure of Senator Thomas and his friends. 


> * * 


Hope for Puerto Rico 


On January 2nd, Senor Luis Mufioz Marin will be installed 
as the first Governor to be chosen by Puerto Ricans themselves. 
He will be only the second Puerto Rican to hold the office 
(the outgoing Governor, appointed by President Truman, was 
the first), As a United States territory, Puerto Rico has had 
local government for over 30 years, but the Governorship has 
remained a political plum (not a very juicy one) at the disposal 
of the President ever since the island was taken over from Spain 
in 1898. The future holds three possible choices for Puerta 
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Ricans ; they can choose 10 be independent, to remain a US 
Territory or to become of the United States, Southern Congress- 
men might object to this last solution because many Puerto 
Ricans have Negro blood. Although statehood is advocated by 
one Puerto Rican party and independence by another, no »mme- 
diate decision is anticipated because Senor Marin, who is also the 
head of a third (the majority) party, believes that the status quo 1s 
best for the island, at least until it has gained greater economic 
independence. ‘ 

The United States neglected Puerto Rico until about fifteen 
years ago, when projects intended to raise the standard of living 
were initiated by the Federal government. Puerto Rico, which is 
about half the size of Wales, is an agricultural community and 
the cultivation of sugar cane, tobacco and coffee supplied the 
inhabitants with a meagre livelihood in the past. Today, how- 
ever, there is no longer enough arable land to support the 
population, which has increased rapidly to about two million. 
The cost of living is higher than it is on the mainland, because 
al] manufactured goods and most foods must be imported, yet the 
average annual income is under $300, compared with well over 
$1,000 in the United States. Puerto Ricans enjoy full US 
citizenship and many have emigrated by sea and air. It is 
estimated that over 200,000 have gone to New York City in 
search of work. Some have found good jcbs, but many have 
made the dreary discovery that they have only exchanged a 
tropical slum for a chilly city tenement. Many, too, are unable 
10 speak English and their Spanish customs are frequently 
regarded with suspicion. 

In 1942, Puerto Ricans established the Industrial Development 
Company and Development Bank to attract American business 
to the island, where labour, though unskilled, is plentiful and 
cheap. Excise duties collected from large exports of rum helped 
10 prime the pump of industrialisation. More inducements were 
needed, however, and in 1947 Puerto Rico introduced a twelve- 
year “tax holiday” for American industries. This amnesty 
makes it possible for United States industry based in Puerto 
Rico to avoid all company taxes and to compete more easily in 
the world market. Textile mills in particular have taken advan- 
tage of these favourable conditions. The Textron Company is 
building a 25,000 spindle plant costing $34 million. Among 
other industries which have arrived for a “tax holiday ” are a 
flour mill and a large tourist hotel costing $5,000,000. Most of 
the capital is put up by the island, and it is hoped that 
more and more American businessmen will feel that Puerto 
Rico is the site for their final unfettered fling. If this industrial 
revolution takes root and expected reforms under the new 
Governor are successful, Puerto Rico’s chronic unemployment will 
be eased, the exodus of labour to the mainland will fall off, and 
fuiure generations of Puerto Ricans may decide that, for them 
at least, the grass is greenest in the home pasture. 


+ * = 


A New Deal for the Old 


America’s youth may be its oldest tradition, but with 
it millon persons over 65, and the proportion steadily rising, 
the care of the aged and the dependent becomes not only more 
urgent, but more politically profitable. Mr Truman’s return was 
a victory, among other things, for the aged and for the extension 
of social security, and a defeat for the Republicans who deprived 
some 750,000 Or more people of Federal security coverage in the 
last Congress. Those who thought social security was an issue 
ef no importance in times of prosperity evidently had never tried 
te live on $25 a month, the average old-age benefit. 

The new health and disability insurance programmes proposed 
are highly controversial ; the American Medical Association has 
already opened a war chest to fight “ socialised medicine.” The 
expansion of present insurance provisions, on the other hand, not 
only moves along accustomed paths, but will follow in the main 
the recommendations already proposed by the Advisory Council 
on Social Security. 

The original Social Security Act was passed in 193§ in the first 
flush of New Deal enthusiasm. But respect had to be paid to 
States’ Rights, so that while old-age insurance, for which contri- 
butions are paid both by employer and employee, is Federal, 
old-age assistance is granted by the States, with certain Federal 
.contnbutions of funds. Unemployment insurance is also 
administered by the States although the Federal government 
collects the funds and then returns them. 

_ Even in prosperity, two great defects of American old-age 
msusance stand out: the pitiful size of the benefits (which. vary 
with the size and length of contributions) and the exclusion of 
nearly half the working population from the scheme. Benefits 
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have not been raised since before the war. Total relief paymeny 
on the other hand, are seven iimes as great as they oe 
Benefits are so wretchedly inadequaie that more than ‘¢ 
those eligible prefer to go on working, while many recipien's 
apply in addition for assistance—a sorry Comment on the schem 
which was to rescue the aged from public charity. Ave 
relief grants are three times as large as the Federal benefit 
Colorado, and twice as large in Washington, California, Magy. 
chusetts and New York. Indeed, there is serious danger that 
States, under pressure from the old folks’ lobbies, may be diverti 
to the aged voter money that should be spent on children’s welfam 
The proposal of Mr Ewing, the Federal Security Administraton, 
that old-age benefits should be doubled, the qualifying age fq 
women be reduced to 60 from 65, other allowances increased, and 
the income limit for contributions raised from $3,600 to $4,805 


* 


Federal insurance covers only 34 million ; another 24 million — 
excluded in the original Act because of administrative difficuluess — 
will be brought into the system if Congress approves. Theg 
include the self-employed, such as farmers, and professional 
business men ; soldiers (who lost benefit rights on a large 
during the last war because Congress failed to rule that servige 
in the Forces was different from unemployment), domestic workey ” 
and those in non-profit-making institutions. The 4,000,099 — 
employed by State and local governments may be brought in by 
voluntary agreement. Congress cannot order this because the 
Federal government is constitutionally barred from taxing such 
bodies. The Advisory Council also proposed the amalgamation” 
of the present retirement funds for Federal civil servants with” 
the national scheme, on the ground that if they leave government 
work, under present rules they lose their pension rights. The- 
civil service organisations, however, do not appear convinced. 

The cost of such an expanded old-age security programme if 
the next few years is put at $2 billion a year, compared with $600 
million today. But present costs are far below what was com _ 
templated when the Act was passed, because of the ease with which — 
the old find work today and of the unattractiveness of the pension, 
while revenues, thanks to full employment and prosperity, ate 
much higher. Rates of tax may have to be raised, but this was 
part of the original measure, and has been postponed from year — 


to year, Li 
Shorter Notes ae 

Correction.—In the American Note on “ Twentieth-Century — cay 
Defence” in The Economist of December 25th, the phrase “ The *hic 
Services absorb 30 per cent of the national income” should, of 2 Nene 
course, have read “30 per cent of the national budget.” The a 
figure on Service research spending in the next note, “The canes 
Defence Dollar,” should have been $600 million, not $600,000. nel 
* of pb 

will 

On his return from his round-the-world trip, Mr Paul effic 


Hoffman, the Economic Co-operation Administrator, announced 
the suspension, until the situation is clarified, of virtually all the 
funds allotted for the long term reconstruction and engineering 


programme in China. This suspension was approved by the q 
State Department and involves $70 million of the $275 million = 
which Congréss appropriated for economic aid to China through mn 
ECA. The programme of food supplies for the major Chinese of 
cities will be continued, until April at least ; after that, a supple- . 
mentary appropriation may be necessary. The only reconstruction x 
projects to be continued are those which are so nearly completed ar 
that it would be wasteful to abandon them, such as a power plant * 
in Formosa and railways in South China. ¥ 
* At 
The Council of Economic Advisers has presented its third G 
annual report to the President and it will be the basis of the 
economic report which he is shortly to make to Congress. The fo 
CEA declared that public sentiment would no longer tolerate pi 
the complete deferment of the public works programme which tt 
was postponed during the war years. Public sentiment supports d 
equally firmly both the foreign aid and national defence pro- es 
grammes ; the three together account for nearly half the Federal V: 
budget, the rest of which is made up almost entirely of fixed W 
charges. This means that the budget is likely to continue at 4 1} 
level of about one-fifth of the national income for manv years, n 
The CEA considers that the housing shortage necessitates ‘govern- uJ 
ment promotion of easy credit in this field, in spite of its infla- 
tionary effects. The report also dealt with labour-management t 


relations and social security, among other things, 
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HE interim postwar period in the Ruhr is now over. Despite 
dismantlement for reparations, it was characterised by the 
mparatively successful efforts made by the British—and later 
y the Americans who joined them on the Coal Control—to get 
roduction going. It may fairly be said that even “ decartelisa- 
on” had preduction as a main motive; by cutting the steel 
ompanies out of the heterogeneous vertical trusts of the Ruhr 
e British Iron and Stee! Control removed a potentially healthy 
lant from a tangle of undergrowth. 





These On the German side, the initial stage of reconstruction ended 
onal and ith currency reform last June. Until that date, German manage- 
rge scak ~~ Ments in the steel industry had concentrated on accumulating 
t service = Stocks and on repairs. As soon as money acquired value, men 
workers mployed on repairs were diverted to production. For this 
$,000,009 eason, the statistics showing an extraordinary rise in steel output 
ht in by fter June are somewhat misleading, if they are taken to indicate 
use the” =the effect of the reform on productivity. And even now, steel 
ng such roduction at the rate of 7,200,000 tons a year, is far behind the 
aMation eneral average of industrial production which is now 75 per 
nts with ent of the 1936 figure. 

ernment With the issue of Military Government Law No. 75 on Novem- 
s. The er 10th, the interim period came to an end for both the Germans 
ced. nd their Anglo-American controllers. The Law is, indeed, of 
mme ig Vital importance for the future of the Ruhr. It gives German 
ith $609 = heavy industry an opportunity, such as no other in the world has 
as com ‘had, to reorganise itself without any considerations but those of 
h which © @™Maximum efficiency Even Military Government’s proviso that 
pension, “ excessive concentrations” must be avoided does not invalidate 
ity, ame this statement, since experience has shown that in the Ruhr the 
his wag Smaller trusts are efficient, while the largest of the combines, the 
ym. year ereinigte Stahlwerke, was also the least organic growth, 

Law No. 75 has four main points. It affirms that the Germans 
in free elections may decide on the future ownership of the 
bizonal coal, iron and steel industries. Owing to the excited 
French reaction to it, this clause has attracted more attention 

Century han the almost equally important remainder. The Law orders 
> “The he immediate liquidation of all the iron and steel combines (to 
wuld, of | | Which mog of the coal mines belonged). Ownership is temporarily 
> The yested in a German Trustee Association which is to consist of 
“ The twelve men chosen by Military Government, after taking into 
1,000, consideration names put forward by various German bodies, 
~ including the trade unions. This Association will have the task 
~ of producing a plan for reorganising the industry on lines which 
_will enable it to compete on world markets with the maximum 
r Paul efficiency. 
ounced : 
all the Free Hand for the Trustees 
e pe _ The Anglo-American framers of the Law have been so intent 
million on providing the Ruhr with the greatest possible opportunity 
hrough that they have ignored the legal rights of creditors, even those 
‘hineal of American bondholders, The Law lays down that fixed assets 
upplee of the combines will be transferred free of all charges to the new 
ructions _ companies which will be formed. The Trustees have carte blanche 
pleted _ —subject only to the proviso regarding excessive concentrations— 
r plant _ to shuffle the pack that has been handed them. Only companies 
_ which are at least §0 per cent foreign owned are excmpted ; an 
exception is the American-owned Stinnes concern which, by an 
American gesture, has been placed into the common melting-pot. 
; (The Stinnes concern became American after it had founded US 
third subsidiaries as a means of raising capital.) 
of the Although the fixed assets of the old combines w’ trans- 
The ferred free of debt, theoretically the old creditors are not expro- 
olerat€é “J priated. The unit companies to be formed will be operated by 
which the Trustees as shareholders, until the German Government 
pports decides whether they ase to be nationalised or not. Then it is 
f pro= envisaged—though ideas cn the conduct of the operation are still 
‘ederal vague—that the shares of the new companies will be bought by 
fixed whatever public body takes them over, or they will be floated on 
e ats the open market. Our of the proceeds the old bondholders, 
years, mortgagees and shareholders will in theory be paid off. In fact, 
overn= © the apprehension felt by old creditors and shareholders is justified. 
a It must be borne in mind, in judging this drastic order, that 


the present companies are in need of financial reconstruction., 
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THE WORLD OVERSEAS 





New Epoch for the Ruhr 


Many of them are in an extremely weak situation, owing to huge 
unpaid arms contracts, destruction, dismantlement, and confisca- 
tion of assets abroad. “ Operation Severance,” waich cut 24 steel 
companies out of the combines was undertaken with the idea that 
current production should not be hindered by this financial weak- 


ness ; Law 75 may be regarded as the second stage in the same 
operation. 


Public or Private Ownership ? 


It is not yet clear what the Germans will make of this unique 
chance to rationalise their heavy industry. Divergent views have 
already appeared among the Ruhr industrialists themselves, 
between the industrialists and the politicians, and between the 
British and Americans. To this assembly will now be added 
a discordant French voice. 


For an understanding of the divergent pulls among the 
Germans it is necessary to recall the history of the Ruhr.. The 
combines were to a great extent personal empires founded by 
individual giants, notably Krupp, Kloeckner, Flick, Thyssen, 
Stinnes, and Hoesch, and kept within the families. Towards the 
state the attitude of the leaders of Ruhr industry was somewhat 
that of. feudal nobles towards their King ; some of them objected 
to growing dependence on state orders which involved state. 
interference, and as a group they objected in 1936 to Goering’s 
uneconomic plan of autarky, which brought the state into the field 
as a rival, and forced them to turn from the use*of Swedish 
iron ore to that of the low-grade German ore. Goering’s telegram 
accusing them of sabotage is now edduced as evidence that German 
heavy industrialists numbered only one black sheep, Fritz Thyssen, 
the man who directly financed Hitler. Be that as it may, one of the 
chief reasons why Thyssen and other Ruhr industrialists supported 
Hitler was certainly his promise (which he fulfilled) to return 
the Vereinigte Stahlwerke to private ownership. This com- 
bine had been formed out of forced mergers when the Stinnes 
empire fell in 1925; during the..great crash which preceded 
Hitler’s seizure of power it passed via the banks into the hands 
of the state. Previously, only the opposition of liberal indus- 
trialists at the head of the smaller combines had prevented the. 
Vereinigte Stahlwerke from absorbing the entire Ruhr. Again 
in the future, these men will oppose nationalisation, but the 
financial position of the industry will once more weight the scales 
in favour of some form of public ownership. 


The same divergent stresses are to be found in German ideas 
on the size of units.to be formed out of the liquidated combines. 
There are leaders who aim to break up the Vereinigte Stahlwerke 
and form units based on an output of one million tons of steel and 
four million tons of coal ; others want to reconstitute this biggest 
of trusts, which accounted for an output of five million tons of 
ingot steel before the war. The chief political parties look forward 
to public ownership ; the trade unions, in addition, demand a share 
in management, and, in the meantime, one-third of the posts on 
the Trustee Association. ‘The industrialists range from anti- 
Socialists of the extreme type to men with the Nazi view of the 
need for an alliance between the state, industry, and the workers. 


Need for New Capital 


Above them all stands Military Government. Though the 
German Trustee Association will frame a plan of reorganisation, 
Military Government may reject it. The British are determined 
that very good reasons indeed will have to be shown before 
combines are reconstituted and, in particular, coal mines are 
again joined to steel companies. It was the practice in the old 
combines to run the coal mines at a loss and channel all profits 
into the processed steel, The coal mines will not be milked 
in this way again if the British authorities can prevent it. At 
present, though the coal industry as a whole is making a profit, 
one-third of the minés are losing money. There is a strong 
demand to remedy this situation by raising prices, which are 
artificially low, the internal price being 25 per cent telow world 
levels and the export price somewhat under that of comparable 
British qualities. 
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It is a dominant advantage of Law 75 that it provides an oppor- 
tunity of establishing the Rubr as a possible field for investment 
once the question of ownership is settled and financial reconstruc- 
tion completed. The iron and steel industry lacks _working 
capital, and, according to the Germans, hundreds of millions of 
dollars for modernisation, repairs and replacement of parts from 
the Soviet zone. The coal industry needs capital above all for 
the necessary work on new shafts and for housing. So far the 
Ruhr miners, though eating better than the British colliers, have 
endured housing conditions which would deter any other western 
European worker. It is remarkable that, in spite of these condi- 
tions. the Ruhr Miners’ Union a few weeks ago voted al! Com- 
munists out of its executive. Though output is expected to reach 
the target of 350,000 tons a day four months before the end of 
1949, there can be little doubt that the present records in postwar 
production will not continue indefinitely unless men are moved 
out of camps and cellars. e 

Lack of capital, therefore, appears the chief limiting factor as 
the Ruhr enters 1949. Western Germany is full of the memories 
of past bottlenecks—coal, now quite adequate, transport, now 
rapidly heading for the point where the German railway system 
will be among the best equipped on the Continent. Will the 
urgent need for capital dissolve in the:same way? That is the 
question which is being asked in the Ruhr today. 


Canada’s Economic Outlook 


[FROM OUR CANADIAN CORRESPONDENT] 


Topay Canada’s economic outlook is much clearer than it was a 
year ago; indeed, looking back over 1948 the changes are quite 
astonishing. Superficially the country may not be quite as pros- 
perous ; the volume of retail sales was slightly lower in 1948 
than in 1947. Nevertheless, the fundamental position of the 
country, which can only be judged by reference to its external 
trade, is far more sound. 

art of the evidence is seen in the figures—and the lack of 
figures. Canada’s reserves of gold and US dollars reached the 
peak figure in May, 1946, of $1,667 million. A year ago, in 
December, 1947, they had fallen to $461 million. By June, 1948, 
they had climbed back to $742 million (including $140 million 
borrowed by the Government from the Export-Import Bank of the 
United States). Since then no figures have been released. Recent 
guesses have placed the figure at $1,000 millions or more, so 
strong have been the favourable factors in Canada’s current 
international accounts. The Minister of Finance recently 
announced that he is continuing the restrictions on pleasure travel 
in the United States into 1949, but he did not say how large 
Canada’s reserves were at the time, and he might have been 
embarrassed if he had had to do so. However, in some other 
directions, the emergency restrictions of 1947 on the use of US 
dollars have been relaxed, notably for the import of fresh fruits 
and vegetables during the winter. And the Minister has indicated 
that other relaxations are ou the way. 

The emergency exchange restrictions have, on the whole, proved 
more effective than Ottawa officials dared to hope when they were 
imposed a year ago. Most effective have been the restrictions on 
imports of various sorts of consumer goods. The attempt to 
cut down imports of iron and steel products by means of licensing 
has not proved very practicable. Greater success has attended 
the arrangements under which the automobile industry and other 
industries largely dependent on components from the United 
States have been forced to earn substantial amounts of US dollars 
for the country and to find sources of supply in Canada for bits 
and pieces that used to be imported. 

The effectiveness of the controls is indicated by the fact that, 
despite rising prices, the value of imports from the United States 
in 1948 has been held below the level of 1947—$1,300 million in 
the first nine months of the year as compared with $1,445 million 
in the same period of 1947. On the other hand exports to the 
United States have grown greatly—so greatly that Canada actually 
achieved a “favourable” trade balance with the United States 
last September. They were $1,045 million in the first nine 
months of 1948 as compared with only $735 million a year earlier. 

Exports to the United States have grown for four reasons. First, 
prices have risen. This has probably been less important in 1948 
than in 1946 and 1947 ; but there have been substantial increases 
in the prices of such Canadian exports as forest products and base 
metals. Second, Canadian restrictions on the export to the United 
States of meat, cattle and coarse grains were removed—at last—in 
August, 1948, and heavy exports resulted. Third, rearmament in 
the United States has enlarged the demand for Canadian products, 



















































THE ECONOMIST, January 1, 199! 


especially for base metals, which are going into current prody 
tion and into US government stock piles. Fourth, the lower Uj 
tariffs, agreed on in Geneva in 1947 and put into effect in Januan, 
1948, have allowed a number of Canadian products to moveg) 
more freely. ‘ 


More Trade with Britain 


Not only has the trade balance with the United States behayg 
very properly; the balance with “other countries has behaygl 
equally well, although this has meant movements in the op 3 
directions. Purchases from Britain rose, between the nine-monh 
periods, from $133 million to $217 million. This is a mo 
encouraging development, although there is a long way to} 
yet. Increased imports of some British goods, such as textila’ 
have partly made up for the shortages produced by restrictigy? 
on imports from the United States. Unhappily, Britain canng? 
yet fill the demand, partly because the prices asked by Brith] 
exporters still seem high by Canadian standards, and ‘i 
will almost certainly mean that markets in Canada which mi 
be occupied and held by the British will go back to the Unit 
States. Exports to Britain are slightly down, They fell fray oo) 
$543 million in the first nine months of 1947 to $516 million ® 
the same period a year later. But from Canada’s point of vigw’ 
the situation has improved in an important respect. Sing’ 
April, 1948, all sales to Britain have been on a cash basis, thanky” 
to the Marshall Plan ; but in 1947 Britain was having to pay fq 
the bulk of its Canadian imports by using up Canada’s postwit’ 
loan. 

As far as the British market is concerned, Canadians now fed 
that they know the worst, and it is not quite as bad as some dl 
them had feared. When Sir Stafford Cripps was in Ottawa 
recently he made it quite clear that Britain was going to be able 
to afford little if any Canadian bacon and eggs, salmon and apples, 
for an indefinite time to come. On the other hand, his figura 
showed that Britain might become self-supporting by the tim 
the Marshall Plan ended, and that, meanwhile, Britain was going 
to take Canadian wheat, cheese, base metals, and some lumber, © 
The outlook for Canadian exports to Britain might have been — 
worse. = @ 

Moreover, the election of Mr Truman with a solid Democratic 
Congress behind him means much from the Canadian point of 
view. For the immediate future it means that the Marshall Plas 
will continue without interruption, so that Britain and othet 
overseas customers will go on paying cash for Canadian food and - 
materials. It means also that US tariffs may continue to fall, and 
may be administered in a less restrictive way. Under Mr Dewey 
and the Republicans the best that could be hoped was that US 
tariffs would not rise. Moreover, it means that Canada #hould not 
now be forced into making any special “ bilateral” arrangement 
with the United States. There is now reasonable hope of 
pressing forward to further trade agreements on a “ multilateral” 
basis. This has been the basis of all Canada’s external economit 
policy during and since the war, and there would be no justification 
for a change of direction now. 

Unhappy Exporters 


Two groups of exporters have been badly hurt by recent de 
velopments. One group, those who used to export certain agricul 
tural supplies to the United Kingdom, now find that market shut 
against them. Most important of these are the Nova Scotia apple 
growers, who before the war sent 80 per cent of their output to 
Britain. The Dominion and Provincial Governments are working 
with the growers to cut production virtually in half, and to change 
many of the trees from types of apple known and eaten in Britain — 
to other types that will sell more readily in Canada and the United _ 
States. The other group of unhappy exporters include a large © 
number of manufacturers who had built up markets within the 
Empire Preference area, and who now find themselves confronted 
with all sorts of dollar-saving restrictions. The Canadian Ex- _ 
porters’ Association, representing this group, recently sent a ques- 
tionnaire to its members about their experiences in 1948, and the — 
replies made sorry reading. Motor-cars, beer, combs, paper, paint, 
textiles, household appliances and dozens of other products are 
being excluded, or virtually excluded, from markets built up 
im many Cases, over a long period of time. The imposition of © 
import restrictions by South Africa was the unkindest cut of all. | 
And it is difficult to feel any confidence that many of these 
markets will ever be recaptured. For as long as there is any 
shortage of Canadian dollars around the world these, surely, are 
the Canadian products that will be dispensed with. The only © 
comfort in the situation for most of these exporters is that they _ 
send abroad a relatively small proportion of their product and 
the demand for the remainder is still strong at home. 








































THE ECONOMIST, January 1, 1949 


P.A.Y.E. 


A Simplified System 
Which Cuts Down Clerical Routine 


FREE SPECIMEN ON REQUEST 


This coming year affords.a good opportunity to make your PAYE 
records function more effectively. 


Now is the time to install a system which will cut down clerical 
labour to a minimum and yield the maximum of VISUAL information. 


Shannon Systems have a specially designed visible record which 
covers all Government requirements—which reveals AT A GLANCE 
all essential facts concerning any and every employee. 


Instead of loose cards needing thumb-fumbling the Shannon 
visible records are permanently fixed—in order—and lie ready for 
quick annotation in a writing position. 


: Apart from efficiency, visibility and compactness they cut down 
to a minimum the time and labour needed for maintaining. 


Whether tens, hundreds or thousands of employees are concerned, 
the System operates just the same. ‘The overall cost is only a matter 
of pence per record, including the books or cabinets for housing the 
records. 


The whole System takes up very little room and can be operated 
by any junior. 


There will obviously be a great demand for these cards. And 
although they are obtainable “ off the shelf” you would be well 
advised to prepare now. 


Send for free specimen cards—weekly or monthly . . . It will 
only take a second or two to attach the box below to your letter- 
heading. 


. - -» A second or two that will save you much inconvenience and 
many man-hours .. . 


NEW RECORDS FOR THE NEW YEAR. Below you will 
find a number of standard records, obtainable from stock, which will 
greatly improve your office routine this year. Just mark those in 
which you are interested, and free specimens will be supplied by 
return. 


Incidentally, have you seen the new Personal Home File?— 
the efficiency of your office in your home. This totally enclosed 
metal attache case file with lock and key, will enable you to keep a 
close watch on your personal affairs—letters, bills, receipts, Tax returns, 
etc. The moderate cost includes case, long lasting metal-suspended 
files, angled tabs for quick identification and ready printed labels, 
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SOLVE THOSE SEARCHING PROBLEMS 


The Shannon Ltd 
485 Shannon Corner New Malden Surrey 


Branches at: Birmingham, Bristol, Glasgow Leeds, Leicester, Liverpool, Manchester, 
Newcastle, Southampton. 


Please supply specimen copies of the following, without obligation: 





P.A.Y.E. Weekly... eo =X1152/L Job Record ... M8503/L 
P.A.Y.E. Monthly ... X1153/L Hire Purchase M5785/L 
Plant & Maintenance +. M8478/L Overdue A/C M5756/L 
Prospect Se bie «. M5766/L Double Ledger iis jis DL85 
Customer... ob i X1078 Single Ledger obs des SL85 
Stock aes see aoe ST85 Legal bea ~~ «. M9323/L 
Purchase eo ne «. X1399/L Property Register .., +». SK4545/39 
Service ni asi ew. X1350/L Block & Drawing... eee  AS6I/L 
Personnel... e» X1086/L 


(Auach to your letter-heading) 
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NEWS 


about that British 


Advertising Agency in 


Hewitt, Ogilvy, Benson & Mather, 
Inc. started operations on Ist Sep- 
tember, 1948. They are now fully 
staffed and equipped to offer a com- 
plete research and advertising service 
to any manufacturer, exporter or 
agent interested in the American 
market. 

Among the products and services 
for which H.0.B.M. are already work- 
ing are :— 

B.S.A. Cycles and Motorcycles 
British South American Airways 
The Economist: Guinness: H.P. Sauce 
Meredith & Drew Biscuits 

T. J. & J. Smith’s Diaries 
Symington’s - Wedgwood Pottery 





* Flagbearer New York” is the 
cable address of the agency and 
sums up its main purpose — to pro- 
mote British interests in America 
and so earn dollars for Britain, for 
its clients and for itself. Complete 
knowledge and mastery of American 


| marketing, research and advertising 


are combined with a thorough 
understanding of British business 
aims, methods and difficulties. 


The London representative is 
Guy Mountfort, Brettenham House, 
Lancaster Place, London, W.C.2. 
Telephone Temple Bar 3411. He 
invites enquiries from advertisers 
and advertising agents. 


HEWITT, OGILVY, BENSON & HATHER inc. 
3845 MADISON AVENUE - NEW YORK 17 « U.S.A, + Telephone Murray Hill 9-2510 
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THE LIBRARY 
SOMES TO YOU 


In these days of petrol shortage, the Postal Library 
Service is indeed a boon, both for those unable to get 
to the shops, and those lazily inclined ! 

A subscription ensures for you a regular supply of 
reading matter of your own choice, including the 
latest books immediately on publication—you will 


never be without a book. 


Cost is very moderate—write TO-DAY for full details 
and start enjoying a REAL library. 


W. H. SMITH & SON 
Library Service 


I BRIDGE HOUSE * 


LAMBETH 


* LONDON °* 8.E.I 
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were initiated by the Federal government. Puerto Rico, which is 


about half the size of Wales, is an agricultural community and 


the cultivation of sugar cane, tobacco and coffee supplied the 
inhabitants with a meagre livelihood in the past. Today, how- 
ever, there is no longer enough arable land to support the 
pepulation, which has increased rapidly to about two million. 
The cost of living is higher than it is on the mainland, because 


al] manufactured goods and most fodds must be imported, yet the 
age annual income is under 300, compared with well over 
pisuvo in Lic Uniied Staies, ruerlo Nicans enjoy Tuli Us 
citizenship and many have emigrated by sea and air. Tt as 
estimated that over 200,000 have gone to New York City in 
search of work. Some have found good jcbs, but many have 
made the dreary discovery that they have only exchanged a 
tropical slum for a chilly city tenement. Many, too, are unable 
10 speak English and their Spanish customs are frequently 
regarded with suspicion 

In 1942, Puerto Ricans established the Industrial Development 
Company and Development Bank to attract American business 
1 the island, where labour, though unskilled, is plentiful and 
cheap. Excise duties collected from large exports of rum helped 
10 prime the pump of industrialisation. More inducements were 
needed, however, and in 1947 Puerto Rico introduced a twelve- 
year “tax holiday” for American industries. This amnesty 
makes it possible for United States industry based in Puerto 
Rico to avoid all company taxes and to compete more easily in 
the world market. Textile mills in particular have taken advan- 
tage of these favourable conditions. The Textron Company is 
building a 25,000 spindle plant costing $3} million. Among 
other industries which have arrived for a “tax holiday ” are a 
flour mill and a large tourist hotel costing $5,000,000. Most of 
the capital is put up by the island, and it is hoped that 
more and more American businessmen will feel that Puerto 
Rico is the site for their final unfettered fling. If this industrial 
revolution takes root and expected reforms under the new 
Governor are successful, Puerto Rico’s chronic unemployment will 
be eased, the exodus of labour to the mainland will fall off, and 
future generations of Puerto Ricans may decide that, for them 
at least, the grass is greenest in the home pasture. 


AVC) 


* * * 


A New Deal for the Old 


America’s youth may be its oldest tradition, but with 
ii million persons over 65, and the proportion steadily rising, 
the care of the aged and the dependent becomes not only more 
urgent, but more politically profitable. Mr Truman’s return was 
a victory, among other things, for the aged and for the extension 
of social security, and a defeat for the Republicans who deprived 
some 750,000 or more people of Federal security coverage in the 
last Congress. ‘Those who thought social security was an issue 
ef no importance in times of prosperity evidently had never tried 
te live on $25 a month, the average old-age benefit. 

The new health and disability insurance programmes proposed 
are highly controversial ; the American Medical Association has 
already opened a war chest to fight “socialised medicine.” The 
expansion of present insurance provisions, on the other hand, not 
only moves along accustomed paths, but will follow in the main 
the recommendations already proposed by the Advisory Council 
on Social Security. 

The original Social Security Act was passed in 1935 in the first 


flush of New Deal enthusiasm. But respect had to be paid to- 


States’ Rights, so that while old-age insurance, for which contri- 
butions are paid both by employer and employee, is Federal, 
old-age assistance is granted by the States, with certain Federal 
Unemployment insurance is also 


administered by the States although the Federal government 
collects the funds and then returns them. 

Even in prosperity, two great defects of American old-age 
insurance stand out: the pitiful size of the benefits (which vary 
with the size and length of contributions) and the exclusion of 
nearly half the working population from the scheme. Benefits 





fee!) Gemaew 4 i; 


aed! Aro AMT UG erletl in OM Pu 


‘rowan * Kons vip ow 
‘eur aude wo wath 
’ a vue 


i) © me ily» pet 


— wee Be pie 


o 
to the aged voter money that should be spent on children’s welfare, 
The proy osal of Mr Ewing, the Federal Security Administrator, is 
that old-age benefits should be doubled, the qualifying age for 
women be reduced to 60 from 65, other allowances increased, and 
the income limit for contributions raised from $3,600 to $4,800, 


* 


Federal insurance covers only 34 million ; another 24 million— 
excluded in the original Act because of administrative difficulues— 
will be brought into the system if Congress approves. These 
inciude the selt-employed, such as farmers, and prolessonal and 
business men; soldiers (who lost benefit rights on a large scale 
during the last war because Congress failed to rule that service 
in the Forces was different from unemployment), domestic workers 
and those in non-profit-making insuitunOENns The 4,000,000 
employed by State and local governments may be brought in by 
voluntary agreement. Congress cannot order this because the 
Federal government is constituuionally barred from taxing such 
bodies. The Advisory Council also proposed the amalgamation 
of the present retirement funds for Federal civil servants with 
the national scheme, on the ground that if they leave government 
work, under present rules they lose their pension rights. The 
civil service organisations, however, do not appear convinced. 

The cost of such an expanded old-age security programme in 
the next few years is put at $2 billion a year, compared with $600 
million today. But present costs are far below what was con- 
templated when the Act was passed, because of the ease with which 
the old find work today and of the unattractiveness of the pension, 
while revenues, thanks to full employment and prosperity, are 
much higher. Rates of tax may have to be raised, but this was 
part of the original measure, and has been postponed from year 
to year, 


Shorter Notes 


Correction—In the American Note on “ Twentieth-Century 
Defence” in The Economist of December 25th, the phrase “ The 
Services absorb 30 per cent of the national income” should, of 
course, have read “30 per cent of the national budget.” The 
figure on Service research spending in the next note, “The 
Defence Dollar,” should have been $600 million, not $600,000. 


* 


On his return from his round-the-world trip, Mr Paul 
Hofiman, the Economic Co-operation Administrator, announced 
the suspension, until the situation is clarified, of virtually all the 
funds allotted for the long term reconstruction and engineering 
programme in China. This suspension was approved by the 
State Department and involves $70 million of the $275 million 
which Congréss appropriated for economic aid to China through 
ECA. The programme of food supplies for the major Chinese 
cities will be continued, until April at least ; after that, a supple- 
mentary appropriation may be necessary. The only reconstruction 
projects to be continued are those which are so nearly completed 
that it would be wasteful to abandon them, such as a power plant 
in Formosa and railways in South China. 


* 


The Council of Economic Advisers has presented its third 
annual report to the President and it will be the basis of the 
economic report which he is shortly to make to Congress. The 
CEA declared that public sentiment would no longer tolerate 
the complete deferment of the public works programme which 
was postponed during the war years. Public sentiment supports 
equally firmly both the foreign aid and national defence pro- 
grammes ; the three together account for nearly half the Federal 
budget, the rest of which is made up almost entirely of fixed 
charges. This means that the budget is likely to continue at @ 
level of about one-fifth of the national income for many years, 
The CEA considers that the housing shortage necessitates ‘govern 
ment promotion of easy credit in this field, in spite of its infla- 
uonary ¢flects. The report also deait with labour-management 
relations and social security, among other things. 
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THE BUSINESS WORLD 


& 
HIE interim postwar period in the Ruhr is now over. Despite 
dismantlement for reparations, it was characterised by the 
comparatively successful efforts made by the British—and later 
by the Americans who joined them on the Coal Control—to get 
production going. It may fairly be said that even “ decartelisa- 
non” had preduction as a main motive; by cutting the sicel 
companies out of the heterogeneous vertical trusts of the Ruhr 


the British Iron and Stee! Control removed a potentially healthy 
plant from a tangle of undergrowth. 


‘ wry * ‘* ‘ ! ¥ af ' - ; 
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with currency reform last June. Until that date, German manage- 
ments in the steel industry had concentrated on accumulating 
stocks and on repairs. As soon as money acquired value, men 
employed on repairs were diverted to production. For this 
reason, the statistics showing an extraordinary rise in steel output 
after June are somewhat misleading, if they are taken to indicate 
the effect of the reform on productivity. And even now, steel 
production at the rate of 7,200,000 tons a year, is far behind the 
general average of industrial production which is now 75 per 
cent of the 1936 figure. 

With the issue of Military Government Law No. 75 on Novem- 
ber 1oth, the interim period came to an end for both the Germans 
and their Anglo-American controllers. The Law is, indeed, of 
vital importance for the future of the Ruhr. It gives German 
heavy industry an opportunity, such as no other in the world has 
had, to reorganise itself without any considerations but those of 
maximum efficiency Even Military Government’s proviso that 
“ excessive concentrations ” must be avoided does not invalidate 
this statement, since experience has shown that in the Ruhr the 
smaller trusts are efficient, while the largest of the combines, the 
Vereinigte Stahlwerke, was also the least organic growth. 

Law No. 75 has four main points. It affirms that the Germans 
in free elections may decide on the future ownership of the 
bizonal coal, iron and steel industries. Owing to the excited 
French reaction to it, this clause has attracted more attention 
than the almost equally important remainder. The Law orders 
the immediate liquidation of all the iron and steel combines (to 
which mog of the coal mines belonged). Ownership is temporarily 
vested in a German Trustee Association which is to consist of 
twelve men chosen by Military Government, after taking into 
consideration names put forward by various German bodies, 
including the trade unions. This Association will have the task 
of producing a plan for reorganising the industry on lines which 
will enable it to compete on world markets with the maximum 
efficiency. 


. he 
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Free Hand for the Trustees 


The Anglo-American framers of the Law have been so intent 
on providing the Ruhr with the greatest possible opportunity 
that they have ignored the legal rights of creditors, even those 
of American bondholders. The Law lays down that fixed assets 
of the combines will be transferred free of all charges to the new 
companies which will be formed. The Trustees have carte blanche 
—subject only to the proviso regarding excessive concentrations— 
to shuffle the pack that has been handed them. Only companies 
which are at least §0 per cent foreign owned are exempted ; an 
exception is the American-owned Stinnes concern which, by an 
American gesture, has been placed into the common melting-pot. 
(The Stinnes concern became American after it had founded US 
subsidiaries as a means of raising capital.) 

Although the fixed assets of the old combines w: trans- 
ferred free of debt, theoretically the old creditors are not expro- 
priated. The unit companies to be formed will be operated by 
the Trustees as shareholders, until the German Government 
decides whether they are to be naticnalised or not. Then it is 
envisaged—though ideas cn the conduct of the operation are still 
vague—that the shares of the new companies will be bought by 
whatever public body takes them over, or they will be floated on 
the open market. Our of the proceeds the old bondholders, 
mortgagees and shareholders will in theory be paid off. In fact, 
the apprehension felt by old creditors and shareholders is justified. 

It must be borne in mind, in judging this drastic order, that 
the present companies are in need of financial reconstruction, 








Many of them are in an extremely weak situation, owing to huge 
unpaid arms contracts, destruction, dismantlement, and confisca- 
tion of assets abroad. “Operation Severance,” Wiich cut 24 at 
+ 


companies out of the combines was undertaken with the idea tha 
current production should not be hindered by this financial weak- 
ness ; Law 75 may be regarded as the second stage in the same 


Public or Private Ownership ? 


It is not yet clear what the Germans will make of this unique 
chance to rationalise their heavy industry. Divergent views have 
already appeared among the Ruhr industrialists themselves, 
between the industrialists and the politicians, and between the 


British and Americans. To this assembly will now be added 
a discordant French voice. 

For an understanding of the divergent pulls among the 
Germans it is necessary to recall the history of the Ruhr. “he 


combines were to a great extent personal empires founded by 
individual giants, notably Krupp, Kloeckner, Flick, Thyssen, 
Stinnes, and Hoesch, and kept within the families. ‘Towards the 
state the attitude of the leaders of Ruhr industry was somewhat 
that of feudal nobles towards their King ; some of them objected 
to growing dependence on state orders which involved state 
interference, and as a group they objected in 1936 to Goering’s 
uneconomic plan of autarky, which brought the state into the field 
as a rival, and forced them to turn from the use “of Swedish 
iron ore to that of the low-grade German ore. Goering’s telegram 
accusing them of sabotage is now sdduced as evidence that German 
heavy industrialists numbered only one black sheep, Fritz, Thyssen, 
the man who directly financed Hitler. Be that as it may, one of the 
chief reasons why Thyssen and other Ruhr industrialists supported 
Hitler was certainly his promise (which he fulfilled) to return 
the Vereinigte Stahlwerke to private ownership. This com- 
bine had been formed out of forced mergers when the Stinnes, 
empire fell in 1925; during the, great crash which preceded 
Hitler’s seizure of power it passed via the banks into the hands 
of the state. Previously, only the opposition of liberal indus- 
trialists at the head of the smaller combines had prevented the. 
Vereinigte Stahlwerke from absorbing the entire Ruhr. Again 
in the future, these men will oppose nationalisation, but .the 
financial position of the industry will once more weight the scales 
in favour of some form of public ownership, 


The same divergent stresses are to be found in German ideas 
on the size of units .to be formed out of the liquidated combines. 
There are leaders who aim to break up the Vereinigte Stahlwerke 
and form units based on an output of one million tons of steel and 
four million tons of coal ; others want to reconstitute this biggest 
of trusts, which accounted for an output of five million tons of 
ingot steel before the war. The chief political parties look forward: 
to public ownership ; the trade unions, in addition, demand a share 
in management, and, in the meantime, one-third of the posts on 
the Trustee Association. ‘The industrialists range from anti- 
Socialists of the extreme type to men with the Nazi view of the 
need for an alliance between the state, industry, and the workers. 


Need for New Capital 


Above them all stands Military Government. Though the 
German Trustee Association will freme a plan of reorganisation, 
Military Government may reject it. The British are determined 
that very good reasons indeed will have to be shown before 
combines are reconstituted and, in particular, coal mines are 
again joined to steel companies, It was the practice in the old 
combines to run the coal mines at a loss and channel all profits 
into the processed steel. The coal mines will not be milked 
in this way again if the British authorities can prevent it. At 
present, though the coal industry as a whole is making a profit, 
one-third of the minés are losing money. There is a strong 
demand to remedy this situation by raising prices, which are 
artificially low, the internal price being 25 per cent below world 
levels and the export price somewhat under that of comparable 
British qualities. 
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It is a dominant advantage of Law 75 that it provides an oppor- 
tunity of establishing the Ruhr as a possible field for investment 
once the question of ownership is settled and financial reconstruc- 
tion completed. The iron and steel industry lacks _working 
capital, and, according to the Germans, hundreds of millions of 
dollars for modernisation, repairs and replacement of parts from 
the Soviet zone. The coal industry needs capital above all for 
the necessary work on new shafts and for housing. So far the 
Ruhr miners, though eating better than the British colliers, have 
endured housing conditions which would deter any other western 
European worker. It is remarkable that, in spite of these condi- 
tions, the Ruhr Miners’ Union a few weeks ago voted all Com- 
munists out of its executive. Though output is expected to reach 
the target of 350,000 tons a day four months before the end of 
1949, there can be little doubt that the present records in postwar 
production will not continue indefinitely unless men are moved 
out of camps and cellars. 

Lack of capital, therefore, appears the chief li: ng factor as 
the Ruhr enters 1949. Western Germany is full « the memories 
of past bottlenecks—coal, now quite adequate, transport, now 
rapidly heading for the point where the German railway system 
will be among the best equipped on the Continent. Will the 
urgent need for capital dissolve in the-same way? That is the 
question which is being asked in the Ruhr today. 


Canada’s Economic Outlook 


[FROM OUR CANADIAN CORRESPONDENT] 


Topay Canada’s economic outlook is much clearer than it was a 
year ago; indeed, looking back over 1948 the changes are quvite 
astonishing. Superficially the country may not be quite as pros- 
perous ; the volume of retail sales was slightly lower in 1948 
than in 1947. Nevertheless, the fundamental position of the 
country, which can only be judged by reference to its external 
trade, is far more sound. 

Part of the evidence is seen in the figures—and the lack of 
figures. Canada’s reserves of gold and US dollars reached the 
peak figure in May, 1946, of $1,667 million. A year ago, in 
December, 1947, they had fallen to $461 million. By June, 1948, 
they had climbed back to $742 million (including $140 million 
borrowed by the Government from the Export-Import Bank of the 
United States). Since then no figures have been released. Recent 
guesses have placed the figure at $1,000 millions or more, so 
strong have been the favourable factors in Canada’s current 
international accounts. The Minister of Finance recently 
announced that he is continuing the restrictions on pleasure travel 
in the United States into 1949, but he did not say how large 
Canada’s reserves were at the time, and he might have been 
embarrassed if he had had to do so. However, in some other 
directions, the emergency restrictions of 1947 on the use of US 
dollars have been relaxed, notably for the import of fresh fruits 
and vegetables during the winter. And the Minister has indicated 
that other relaxations are ou the way. 

The emergency exchange restrictions have, on the whole, proved 
more effective than Ottawa officials dared to hope when they were 
imposed a year ago. Most effective have been the restrictions on 
imports of various sorts of consumer goods. The attempt to 
cut down imports of iron and steel products by means of licensing 
has not proved very practicable. Greater success has attended 
the arrangements under which the automobile industry and other 
industries largely dependent on components from the United 
States have been forced to earn substantial amounts of US dollars 
for the country and to find sources of supply in Canada for bits 
and pieces that used to be imported. 

The effectiveness of the controls is indicated by the fact that, 
despite rising prices, the value of imports from the United States 
in 1948 has been held below the level of 1947—$1,300 million in 
the first nine months of the year as compared with $1,445 million 
in the same period of 1947. On the other hand exports to the 
United States have grown greatly—so greatly that Canada actually 
achieved a “favourable” trade balance with the United States 
last September. They were $1,045 million in the first nine 
months of 1948 as compared with only $735 million a year earlier. 

Exports to the United States have grown for four reasons. First, 
prices have risen. This has probably been less important in 1948 
than in 1946 and 1947 ; but there have been substantial increases 
in the prices of such Canadian exports as forest products and base 
metals. Second, Canadian restrictions on the export to the United 
States of meat, cattle and coarse grains were removed—at last—in 
August, 1948, and heavy exports resulted. Third, rearmament in 
the United States has enlarged the demand for Canadian products, 
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especially for base metals, which are going into current produg 
tion and into US government stock piles. Fourth, the lower U§ 
tariffs, agreed on in Geneva in 1947 and put into effect in Janu 

1948, have allowed a number of Canadian products to move ig | 
more freely. aR 















More Trade with Britain 


Not only has the trade balance with the United States behaved 7 
very properly; the balance with “other countries has behaved | 
equally well, although this has meant movements in the opposi 
directions. Purchases from Britain rose, between the nine-month 
periods, from $133 million to $217 million. This is a m 
encouraging development, although there is a long way to g@ | 
yet. Increased imports of some British goods, such as texti] 
have partly made up for the shortages produced by restrictiony 
on imports from the United States. Unhappily, Britain cannot | 
yet fill the demand, parily because the prices asked by British @ 
exporters still seem high by Canadian standards, and thi 
will almost certainly mean that markets in Canada which might 


be occupied and held by the British will go back to the Unit # 
States. Exports to Britain are slightly down. They fell fr oe 
$543 million in the first nine months of 1947 to $516 million if Ne 
the same period a year later. But from Canada’s point of view labou 
the situation has improved in an important respect. Sine 

April, 1948, all sales to Britain have been on a cash basis, thanks Sh 
to the Marshall Plan ; but in 1947 Britain was having to pay for cove! 


the bulk of its Canadian imports by using up Canada’s postwaf 
loan. % 


As far as the British market is concerned, Canadians now feé 
that they know the worst, and it is not quite as bad as some of 
them had feared. When Sir Stafford Cripps was in Ottawa 
recently he made it quite clear that Britain was going to be able 
to afford little if any Canadian bacon and eggs, salmon and apples, 
for an indefinite time to come. On the other hand, his figures © 
showed that Britain might become self-supporting by the time | 
the Marshall Plan ended, and that, meanwhile, Britain was going 
to take Canadian wheat, cheese, base metals, and some lumber, 
The outlook for Canadian exports to Britain might have been 
worse. : 

Moreover, the election of Mr Truman with a solid Democrati¢e 7 
Congress behind him means much from the Canadian point of 
view. For the immediate future it means that the Marshall Plan 
will continue without interruption, so that Britain and othet 
overseas customers will go on paying cash for Canadian food and 
materials. It means also that US tariffs may continue to fall, and — 


may be administered in a less restrictive way. Under Mr Dewey © . 
and the Republicans the best that could be hoped was that US ; ras ) 
tariffs would not rise. Moreover, it means that Canada $hould not _ 
now be forced into making any special “ bilateral” arrangement — é 
with the United States. There is now reasonable hope of | mar 
pressing forward to further trade agreements on a “ multilateral” 
basis. This has been the basis of all Canada’s external economi¢ — N 
policy during and since the war, and there would be_no justification find 
for a change of direction now. gree 
whi 
Unhappy Exporters —_ 
Two groups of exporters have been badly hurt by recent de- I 
velopments. One group, those who used to export certain agricule ~~ the 
tural supplies to the United Kingdom, now find that market shut ~ = —met 
against them. Most important of these are the Nova Scotia apple clos 
growers, who before the war sent 80 per cent of their output to etc. 
Britain. The Dominion and Provincial Governments are working files 


with the growers to cut production virtually in half, and to change 
many of the trees from types of apple known and eaten in Britain 
to other types that will sell more readily in Canada and the United 
States. The other group of unhappy exporters include a largé 
number of manufacturers who had built up markets within the 
Empire Preference area, and who now find themselves confronted ~ 

with all sorts of dollar-saving restrictions. The Canadian Ex ~ 
porters’ Association, representing this group, recently sent a ques- © 
tionnaire to its members about their experiences in 1948, and the 7 
replies made sorry reading. Motor-cars, beer, combs, paper, paint, © 
textiles, household appliances and dozens of other 4 


: ‘ roducts are 
being excluded, or virtually excluded, from embthees built up, 7 ne 
im many Cases, over a long period of time. The imposition of a 


import restrictions by South Africa was the unkindest cut of all. 
And it is difficult to feel any confidence that many of these 
markets will ever be recaptured. For as long as there is any 
shortage of Canadian dollars around the world these, surely, are 
the Canadian products that will be dispensed with. ‘The only 
comfort in the situation for most of these exporters is that they 


send abroad a relatively small proportion of their prod 
the demand for the remainder js still strong at iain a om 
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P.A.Y.E. 


A Simplified System 
Which Cuts Down Clerical Routine 





FREE SPECIMEN ON REQUEST 


This coming year affords a good opportunity to make your PAYE 
records function more effectively. 


Now is the time to install a system which will cut down clerical 
labour to a minimum and yield the maximum of VISUAL information. 


Shannon Systems have a specially designed visible record which 
covers all Government requirements—which reveals AT A GLANCE 
all essential facts concerning any and every employee. 


Instead of loose cards needing thumb-fumbling the Shannon 
visible records are permanently fixed—in order—and lie ready for 
quick annotation in a writing position, 


Apart from efficiency, visibility and compactness they cut down 
to a minimum the time and labour needed for maintaining. 


Whether tens, hundreds or thousands of employees are concerned, 
the System operates just the same. The overall cost is only a matter 


of pence per record, including the books or cabinets for housing the 
records, 


The whole System takes up very little room and can be operated 
by any junior. 


There will obviously be a great demand for these cards. And 
although they are obtainable “ off the shelf” you would be well 
advised to prepare now. 


Send for free specimen cards—weekly or monthly . . . It will 


only take a second or two to attach the box below to your letter- 
heading. 


. . - A second or two that will save you much inconvenience and 
many man-hours . . . 


NEW RECORDS FOR THE NEW YEAR. Below you will 
find a number of standard records, obtainable from stock, which will 
greatly improve your office routine this year. Just mark those in 


which you are interested, and free specimens will be supplied by 
return, 


Incidentally, have you seen the new Personal Home File?— 
the efficiency of your office in your home. This totally enclosed 
metal attache case file with lock and key, will enable you to keep a 
close watch on your personal affairs—letters, bills, receipts, Tax returns, 
etc. The moderate cost includes case, long lasting metal-suspended 
files, angled tabs for quick identification and ready printed labels, 


— a Se See 





SOLVE THOSE SEARCHING PROBLEMS 


The Shannon Ltd 
485 Shannon Corner New Malden Surrey 


Branches at: Birmingham, Bristol, Glasgow Leeds, Leicester, Liverpool, Manchester, 
Newcastle, Southampton. 


Please supply specimen copies of the following, without obligation: 


P.A.Y.E. Weekly X1152/L Job Record ... oss ee. M8503/L 
P.A.Y.E. Monthly ... X1153/L Hire Purchase eee ee. M5785/L 
Plant & Maintenance «. M8478/L Overdue A/C des «. M5756/L 
Prospect «. M5766/L Double Ledger bis ie DL85 
Customer aed os X1078 Single Ledger abs ies SL85 
Stock * ‘ wes ST85 Legal beni deo ».- M9323/L 
Purchase ino a ew. X1399/L Property Regist 0 «+» 8K 4545/39 
Service pa os ew. X1350/L Block & Drawing .. ee  A561/L 
Personnel ... ove e«. %1086/L 


(Auach to your letter-heading) 
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NEWS 


about that British 


Advertising Agency in 


Hewitt, Ogilvy, Benson & Mather, 
Inc. started operations on Ist Sep- 
tember, 1948. They are now fully 
staffed and equipped to offer a com- 
plete research and advertising service 
to any manufacturer, exporter or 
agent interested in tne American 
market. 

Among the products and services 
for which H.0.B.M, are already work- 
ing are :— 

B.S.A. Cycles and Motorcycles 
British South American Airways 
The Economist: Guinness: H.P. Sauce 
Meredith & Drew Biscuits 


T. J. & J. Smith’s Diaries 


Symington’s » Wedgwood Pottery 





“ Flagbearer New York” is the 
cable address of the agency and 
sums up its main purpose — to pro- 
mote British interests in America 
and so earn dollars for Britain, for 
its clients and for itself. Complete 
knowledge and mastery of Ainerican 
marketing, research and advertising 
are combined with a thorough 
understanding of British business 
aims, methods and difficulties. 


The London represwuntative . is 
Guy Mountfort, Brettenham House, 
Lancaster Place, London, W.C.2. 
Telephone Temple Bar 3411. He 
invites enquiries from advertisers 


| and advertising agents. 


HEWITT, OGILVY, BENSON & HATHER nc. 
845 MADISON AVENUE - NEW YORK 17 - U.S.A, > Telephone Murray Hill 9-2510 


a 


THE LIBRARY 
COMES TO YOU 


In these days of petrol shortage, the Postal Library 
Service is indeed a boon, both for those unable to get 
to the shops. and those lazily inclined ! 

A subscription ensures for you a regular supply of 
reading matte: of your own choice, including the 
latest books immediately on publication—you will 


never be without a book. 


Cost is very moderate—write TO-DAY for full details 
and start enjoying a REAL library. 


W. H. SMITH & SON 
Library Service 


I BRIDGE HOUSE * LAMBETH * LONDON °* S.E.I 
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Apart from these two groups of exports, however, the general 
outlook seems sound. This, perhaps, partly explains the con- 
tinuing boom in construction and other forms of investment in 
Canada. A year ago reports to Ottawa indicated that capital 
outlays by governments and public utilities would rise in 1948 
but that businesses would pull in their horns. Actually both 
forms of investment have expanded and 1948 will be well ahead 
of 1947. Investment, including housing, is likely to amount to 
$3,000 million in a gross national product of $15,000 million. 

This expansion of investment, combined with the influence of 
higher prices abroad, has naturally aggravated inflation. Prices 
have moved up sharply. The cost of living is touching 160 
(based on 1935-9 100); at the beginning of 1948 it was only 
148 and a year earlier only 127. Retail food prices are now over 
200 (on the same base). Higher prices are leading to some fall in 
retail sales but also to increased use of hire-purchase and other 
forms of consumer credit. Most individuals seem, by now, to 
have used up the nest-eggs that they laid away during the 
war. However, with production and earnings both high, there 
is no sign of any serious business recession in the offing. 


Albania and Tito 


[By A SPECIAL CORRESPONDENT] 
SINCE last summer, when Moscow picked its quarrel with Tito, 
the small Adriatic republic of Albania has become important. 
Information about the country is scarce, and reliable information 
is unobtainable. Authentic western correspondents can seldom 
visit the country, and its government has diplomatic relations with 
France, but not with Britain or America. Attempts to estimate 
the situation can only be based on the speeches at the Albanian 
Communist (recently renamed “ Workers’ ”) Party conference held 
in November and reported at length by Tirana radio, corrected 
by a study of the Jugoslav case put out by Belgrade propaganda. 

From this mass of conflicting and tendentious material one 
thing at least is clear, that Jugoslavia during the last four years 
built up a dominant position in Albania. One might say that 
Albania was to Jugoslavia what Outer Mongolia has long been 
to the Soviet Union. It is also true that Tito’s denunciation by 
the Cominform was a godsend to Premier Enver Hoxha and the 
Albanian Communists. It looks as if they received copies of the 
Soviet letters to Tito before the formal breach was announced. 
Certainly they were ready for it, and were quick off the mark. 
Already in July they published the most insulting of all the 
“ popular democratic” attacks on Tito, and expelled military and 
economic advisers and any Jugoslav citizens they could lay their 
hands on. Then they got down to the job of purging their own 
ranks of Titoist deviationists. 

The pro-Tito group in the Albanian Communist Party consisted 
of three members of its Politbureau—Koci Xoxe (organising secre- 
tary of the Party and also Minister of the Interior), Pandi Kristo 
‘chairman of the Control Commission), and Nesti Kerendzi. 
These men, ever since the “second plenary meeting” of the 
Central Committee of the Party held in Berat in November, 1944, 
had conspired with the help of the Jugoslavy advisers (who had 
been attached by Tito to the Albanian resistance movement 
during the war), and had “ engineered behind the scenes an anti- 


ney 


We make no claim . 2 « e ee 


We make no claim to have agents in all the chancelleries of 
Europe; no statesmen are in our pay ; we possess no keys to 
secret archives; we tap no telephone lines . . . . but we do 
claim to be well-informed and able to report with authority 
on many subjects, Through The Economist Intelligence Unit 
the organisation that produces Tue Economist itsely can 


also serve the meeds of business and other organisations, 


22 RYDER STREET, ST. JAMES’S, LONDON, S.W.t 
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Marxist campaign against the Party Executive and its Secretarys | 
General, Enver Hoxha.” Xoxe’s gfoup were masters of the Party | 
for three years, and were able to overrule proposals by Enver 7 


Hoxha for reorganisation in 1946. They used the police power. 
to prevent self-criticism and elections within the Party ; neglected 
“ agitprop ” in the countryside ; organised such co-operative farng 
as were created on the erroneous Jugoslav model which allows 
40 per cent of the profits to be distributed in proportion to the 
land contributed by individual households and only 60 per cent 
in proportion to the work performed ; and were guilty of keeping 
the Communist Party in the background. All these accusations, 
it will be remembered, were made by the Cominform against 
Tito. For all these crimes these men were in November expelled 
from the Party and deprived of their parliamentary immunity, 
According to Jugoslav information dated December, the purge 
has extended to several high officials of the Ministry of Interior, 
the whole leadership of the Party organisation in Tirana,’ and 
individuals throughout the country. 


Exploitation by Jugoslavia 

Speakers at the Congress denounced Jugoslav attempts af 
economic exploitation of Albania. In the first half of r1og$ 
Jugoslavia delivered only 30 per cent of the goods promised, 
completely failing to provide trucks, machinery and railway 
equipment. The economic side of the 1946 treaty of alliance 
had been most unfavourable to Albania, especially the clauses, 
relating to currency and prices. The Jugoslavs had objected to 
Albanian economic planning, on the grounds that it was aiming 
at autarky. In their view Albania’s task was to provide Jugoslavia 
with raw materials and to buy overpriced and inferior Jugoslav 
manufactured goods. Albanian oil was to be refined in Jugoslavia 
and re-exported, Albania “not needing” refineries of its own. 
Jugoslav-Albanian joint companies were to be set up with 
theoretically equal representation of the two governments: in 
fact all the investments were provided by Albania, while Jugo- 
slavia contributed nothing but claimed to control the companies. 
Instead of specialists and technicians, the Jugoslavs sent to Albania 
“typists, chauffeurs and government clerks.” The Jugoslavs, 
however, maintain that they have delivered to Albania goods 
valued at 1,600 million dinars in return for goods of value of 
150 million dinars, that they sent 5,000 tons of wheat at a time 
of grain shortage in Jugoslavia, that they collected §2 million 
dinars in Jugoslavia for relief for Albanian victims of flood, and 
that they had in 1948 set aside 1§ million dinars’ worth of foreign 
currency to buy goods needed by Albania in world markets. 

Previous economic plans have now been scrapped, and Albania 
has adopted a Two-Year Plan which includes an increase of 
cereal production by 68 per cent, development of co-operative 
farms specifically based on the Soviet kolhoz, and the creation of 
new industries—a hydro-electric power station, a large sugar 
refinery, textile factories and tanneries. This industrial develop- 
ment will be due “wholly to the huge material and moral aid 
of the USSR.” But communications with the USSR depend on 
the sea route round Greece and through the Straits. Albania is 
on the worst of terms with its two land neighbours Greece and: 
Jugoslavia, and has no friendly relations outside the Soviet block 
of “ popular democracies.” 

Isolation does not appear to frighten Enver Hoxha and his 
colleagues. Albania continues to give refuge and at least some 
supplies to Markos. Workers in Scutari were compelled to’ give 
up 2 per cent of their wages for a month to send financial help 
to the striking miners of France. Agitation against the western 
“ imperialists ” is incessant. 

Yet Enver Hoxha is hardly very strong. The mountaineers 
of the interior, and especially the tribes of the _ north, 
are hostile to him. His regime is firmly established only 
on the coastal plain, and even there it is maintained largely by 
terror. « It would not be difficult to supply, and probably not 
necessary to start, a Markos movement in reverse. And a 
blockade of the Albanian coast would be a mild reprisal for the 
murder of British sailors, yet one which would damage the regime 
seriously by cutting off Soviet sea supplies. Surely the govern- 
ments of Britain and the United States can take some action 
against this intolerable nuisance? The first step is some 
understanding with Jugoslavia. That country is threatened 
by Albanian irredentism in the Kosovo-Metohija district (where 
some 500,000 Albanians live) and in western Macedonia. The 
threat is the more serious in view of the revival of Macedonian 


agitation in Bulgaria (which made an alliance with Albania in 


1947). Faced with this threat in the past, Jugoslavia (or Serbia) 
has always allied itself with Greece. The task of western diplomacy 


must be to restore this friendship, bring relief to hard-pressed 


Greece, strengthen Jugoslav independence, and so enable the 
Albanian people to rid. itself of Enver Hoxha’s nest of brigands. 
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THE BUSINESS WORLD 





The Cost of Civil Aviation 


JOINT Christmas message from the three State air lines 

brought the welcome news that their operating costs are 
beginning to fall, When the accounts for the year to March 
31, 1948, were published last October, they caused a painful 
shock, for they showed total losses of no less than {£11 million 
for the year, before crediting Exchequer grants of nearly {10 
million. The latest figures relate to the first six months of the 
current financial year, and carry the story provisionally up to 
September 30th. They show two major improvements. First, 
the volume of operations, measured by “capacity ton-miles 
flown ” increased by 42 per cent, compared with the six months 
period April-September, 1947. Secondly, the cost per capacity 
ton-mile fell by 21 per cent, from 68.3 pence to §4.2 pence. 
The increase of the one is in part a cause of the reduction in the 
cther; their joint consequence was a reduction of 38 per cent in 
the total deficit per capacity ton-mile flown, from 23.5 pence to 
14.0 pence. 

These figures are encouraging, because they reveal a new 
trend towards a reduction of costs by the corporations. It is, of 
course, important to know how the figures are measured. They 
1elate to capacity ton-miles, which is defined as the capacity in 
tons available for passengers, mail, or cargo, multiplied by the 
distances flown. In other words, the costs so measured relate to 
ihe costs of flying the aircraft irrespective of their actual load. 
The financial results of the corporations depend also on the pay- 
load which the aircraft actually carry—that is, on the extent to 
which the capacity ton-miles are actually utilised by passengers 
and freight. But cost per capacity ton-mile does reflect the degree 
1o which the corporations have been able to economise on over- 
head expenses and to increase the volume of service. A closer 
scrutiny of the figures, however, reveals some important differ- 
ences between the experience of the three corporations in the 
latest period. British Overseas Airways’ operating expenditure 
per Capacity ton-mile was §3.25 pence for the six months April 
to September; for the corresponding period of the previous year 
it was as high as 70.34 pence. British European Airways, on its 
continental routes, spent §7.41 pence to provide one capacity 
1on-mile; the figure a year earlier was 75.12 pence. British 
South American Airways’ costs, on the other hand, rose slightly 
from 44.07 pence per capacity ton-mile in April-September, 
1947, tO 44.77 pence in the corresponding period this year. 
BSAA’s costs were, and remain, very much lower than those 
of the other two corporations and are comparable with those of 
other air lines. The significance of the BOAC and BEA pro- 
visional figures is that, for the first time, their results come within 
sight of such a comparison. 

This improvement is, however, unlikely to be so impressive 
during the second half of the financial year. This is likely to be 
particularly true of British European Airways, whose traffic is 
highly seasonal. This factor, together with the effects of a long 
strike at Northolt and heavy losses on internal routes—which 
cost {2,097,000 for 1947-48 and £720,000 in the six months to 
September, 1948, will more than outweigh the fact that their 
continental services were almost self-supporting last summer. 
British Overseas Airways are less affected by the winter ebb 
of traffic since they operate in both hemispheres ; but, even so, 
their most important route is the North Atlantic, which enjoys 
markedly lower patronage during the winter months. British 


South American Airways, by contrast, should be able to improve 
their position considerably in the current six months. Much of 
the loss which BSAA incurred in the previous six months can 
be ascribed to the preparation of the Tudors for service and 
their subsequent grounding after the loss of the “ Star Tiger.” 
These machines are now in operation, and their more economic 
performance should be reflected in operating results. 

Any improvement in BSAA’s position, however, could not 
possibly offset the losses of the other two corporations. The 
deficit of all three for the first half of the 1948-49 accounting 
year amounted to £3,991,000, and this figure is likely to be 
more than doubled if the previous year’s experience is any 
guide. A deficit of £4,690,000 in the first. six months of that 
period grew to £10,820,000 by the end of the year. The deficit 
for the current year is thus more than likely to exceed the 
£8,000,000 limit which is set for the third year of the operation 
of the Civil Aviation Act. 

This is not a pleasant prospect to face so soon after the 
publication in the middle of October of the annual reports and 
accounts of the three corporations. All showed losses. BOAC 
lost £7,091,000 compared with £8,077,000 in 1946-47, BEA 
£3,574,000 as against £3,300,000, and BSAA lost £421,000 
instead of a profit of £20,000. But in addition all showed con- 
siderable increases in their business. The losses thus represent 
a smaller amount lost on each of a larger number of units of 
service provided. Although the corporations are still “in the 
red,” the changing character of their deficit is of real 
significance. -But it cannot go very far until there is an appreci- 
able improvement in the load factor—that is, in the proportion 
of capacity ton-miles of which use is actually made. Each of 
the corporations showed an appreciable increase in its revenue 
load during the past six months. But (except on BEA’s conti- 
nental services) each showed a fall in the load factor—BOAC 
from 71.2 to 63.0 per cent, BSAA from 61.2 to 55.9 per cent, 
and all services from 67.7 to 62.1 per cent. 

+ 


It is clear, however, that the various measures of reorganisation 
and rétrenchment are beginning to bear fruit. For practical 
purposes these concern only BOAC and BEA. Between the two 
periods under review, BOAC’s staff of 23,000 was reduced 
to under 21,000: it is still being reduced and, if anything, more 
quickly. Similarly, 250 members of BEA’s staff of 7,800 were 
given notice in the period. The compelling necessity for such 
cuts may be judged from the fact that the overhead costs of the 
main international air lines average from 40 to 70 per cent of 
the total costs; and the higher figure applies to companies whose 
operating costs per capacity ton-mile provided are high, that is 
to BOAC and BEA rather than BSAA. ‘They are companies 
whose economic efficiency—measured not by quality of service 
but by its cost to the supplier—is low. 

One reason for costs on this high scale is that the two larger 
corporations are not free to operate their businesses by strictly 
commercial considerations. They are under certain statutory 
obligations to fly some quite uneconomic routes in the national 
interest. Again, because they receive an Exchequer grant their 
freedom is to some degree circumscribed by the watchful custo- 
dians of the public purse. Because they have no direct 
responsibility to shareholders, the air corporations, like other 
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nationalised and statutory bodies, seem on occasion to lack the 
stimulus which the fear of insolvency often provides. The 
parallel cannot be drawn too closely, however, for the main 
function of the state air lines is to compete in the international 
field. Yet even in this field, operations are regulated by general 
agreements and questions of what is an economic charge and 
what is fair competition hardly arise ; for, with one outstanding 
exception, all the big international air lines are subsidised, 


directly or indirectly and to a greater or lesser extent. There 


is in practice little difference between the statutory subsidies 
of the nationalised British air corporations and the less obvious 
subventions received by private American companies in pay- 
ment for the carriage of mails, or for development expenditure. 
Contributions, whether direct or indirect, are gratefully 
accepted, and both mask the true cost of the services which 
the air lines render. 

It is difficult to calculate true costs since so many intangibles 
are involved. A recent expert calculation for “a typical year” 
of British civil aviation suggested a figure of £71 million, which 
included the cost of airfields, experimental work and other items. 
But the operations of the civil air lines of a big power must fit 
into a complex pattern, governed by economics, political links, 
and defence ; inevitably they are subject to political regulation, 
and it is not a matter for surprise that they usually run at a loss. 
This dualism must be accepted. But it is not acceptable that 
such a dual policy, necessarily difficult and probably costly, 
should be carried out with less than maximum efficiency. There 
has undoubtedly been inefficiency in British civil aviation in the 
last few years, and it has arisen not so much from the lack of 
a policy but from the failure to carry that policy out. The 
classic example is to be found in the pages of the Courtney 
Report on the development of the Tudor I. To manage several 
enthusiastic members of a team, each with his own idea of 
making his name, requires a good captain armed with authority 
and prepared to use it. That authority has not hitherto been 
a marked attribute of the Ministry of Civil Aviation. The 
Ministry’s constitutional difficulties in this experimental stage 
of the development of the air corporation can be understood. 
But the fact that the air corporations depend upon public funds 
is justification enough for making them behave in the right way. 
Costly experience now inclines all interested parties to the same 
view—that, in spite of a natural enthusiasm for expansion, 
growth must be subordinated to practical efficiency in the 
interest of economy. It will be of little avail to have provided 
the most luxurious or the fastest service if operating costs are 
impossibly high. 

An essential factor in the sound operation of air lines is to 
use aircraft matched to the route which they fly and the service 
they seek to satisfy. There is no point here in reopening the 


Reforming the Budget Accounts 


ERY soon, the Chancellor will be making his first examina- 

tion of next April’s budget, and in three months’ time, 
when the accounts for 1948-1949 are issued, there will 
assuredly be the usual informal debates about the size of the 
“true” surplus (or deficit) just realised. They are nowadays 
most unsatisfactory and inconclusive debates, for neither the 
“ official” surplus nor any re-calculation which private investi- 
gators are able to make from the data given in the conventional 
accounts is a concept of significance either for accountants or 
economists. From the accounting point of view, the principal 
weakness (there are many others) of the traditional structure 
lies in its failure to distinguish capital from revenue. From the 
economic point of view, the accounts are inadequate chiefly 
because they afford no means of measuring the net effect of 
Government transactions upon the national economy as a whole. 
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sore question of British air lines using American machines. By” 
it is pertinent to observe that, so far as can be judged from their decd 
public pronouncements, the British air corporations are still not fag 
satisfied with the procedure for procuring new aircraft. On the © So 
other hand there are grounds for believing that the unpublished 
report of the Hanbury-Williams Committee which advised the 
Government on this matter has led to some improvement. Littl 
by little and after costly mistakes and misunderstandings, the 
parties concerned with the development of British civil aviatiog 
are beginning to work together more effectively and mor 
harmoniously. The process may well have been helped by the ees 
apparent willingness of the present Minister of Civil Aviation aap 
to exercise his advisory functions with a firmness which has nét this it 


becon 
whic 
are n 
three 
ment 
transz 


{ , saci SETI eTIaNTe, 
OPERATING RESULTS FOR THE THREE AIRWAYS CORPORATIONS, Arey appes 
TO SEPTEMBER, 1948, COMPARED WITH APRIL TO SEPTEMBER, 1947. 


BOAC BEA* | BSAAt | Toran # 


} 


—s YT Set E Plt Pee S| 
April to April to } } i 4 
Apri! April Sept., 197 | Sept., 1948 | April! Apri?! April | Apel = 
to to eee et Be pa to to | to te 
Sept., Sept., Sept., Sept., Sept., Sé 
1947 , 1948 Cont’) Int'l Cont’! Int’! 1947 | 1948 | 1ST) 198 
+ ke | 
900) £000, £000 | £7000 F000 | £°000 | £000 000) 000 ‘006 
Operating revenue 6,037. 7,544, 1,570) 7335 2,181 979 1,045, 1,118 9,585 1h8m ~ 


Operating expen 


diture .. | 8,827) 9,898 2,011 1,579) 2,324 1,707, 1,239 1,513 13,656 15,483 © 
629 





Operating deficit 2,790, 2,354 441 846 1435 720 196 595 4,273 ¥& 
Non-operating ex- j | 

penditure (net). 374 330 28 26 15 15 417 Ml 
Total deficit...... 3,164 2,684 1,315 897 211 410 4,690, 3,99 
Operating expen- | 

diture : pence 

per capacity ' ' 

ton-mule .. | 70-34 | 53-25) 75-12, 80-53 57-41, 69-33, 44-07, 44°77 | 68-281 54-23 

Sioa che ikalanadidiadneds banctilerdifasindndiadil calcite aaidibitite nce al 

Capacity ton-muiles | i ; 

flown (iniflions) 30-1 44-6 6-4 4-7 9-7 5-9} 6-7 8-1 48- 68-3 
Revenue load ton- } } 


miles flown 


(millions)......] 20-4 28-2 4:3, 27 65 33 4-1) 4-5 32-5) 4264 
Overall load factor 
(per cen ° 
No. of emplovees 
(av. for period) | 23,088 20,869 7,315 7,385 





71-2 63-0 66-2 56-6) 66-6 56-2 61-2) 55-9 67-7) 628 
1,150! 1,695) 31,553) 29,989 


— - - -~- - - oe - ~- —~ -———— -! a 

* Exclusive of provision for losses of subsidiary and assa lated companies. 

¢t BSAA expenditure and revenue figures for April to Sept., 1947, are 50 per cent of full 
years hgures: Operating statistics are for the actual 6 month period. 


always been evident in the past. The beginnings of improve 
ment are appearing ; operating costs show some signs of reduc+ 
tion to a healthier level. But the accounts are still very far from 
balancing. Civil aviation, on the British scale, is a Great Powet 
luxury, as well as an inescapable imperial commitment. Britain 
today can afford few luxuries, and it will only tolerate this one 
if it is convinced that the most strenuous efforts are being made 
to increase its efficiency, to obtain a satisfactory share of the 
available traffic, and to reduce the inevitable burden which the 
taxpayer must find to balance the accounts. The latest figures 
represent the first small step in the right direction. 


There is, moregver, a fundamental weakness even from the 
point of view of the Government accountant: the accounts, 
though worked on a “ cash ” basis, often do not even give a true 
record of the cash receipts and payments of the services they 
embrace. 

Sir Stafford Cripps last April admitted the need for reform by 
presenting with his budget an alternative classification of the 
formal accounts for 1947-48, putting this forward “ as an exper 
mental analysis . . . which will, I hope, lead to instructed discus- 
sion in financial and statistical circles, which may enable us, 
at some future date, to work out a better form for our Budget 
statements.” The “alternative classification ” itself was disap- 
pointing, for although it went a little way towards meeting the 
first and third of the basic weaknesses indicated above, it gave 
no sign that the Government was ready to contemplate drastic 
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change. It was littke more than a re-shuffling of the items of 
the customary Exchequer Return so as to make it a less untidy 
document in the eyes of accountants. For cconomic purposes, 
the improvement was not significant. 

So great, indeed, has the confusion of original principles 
become, and so different from the original objectives are those 
which public accounting must now pursue, that radical changes 
are needed to achieve satisfactory accounting from any of the 
three points of view. The accounts of the central govern- 
ment are now very far from being accounts of the Government’s 
" transactions as a whole ; apart from the nationalised industries, 
there are many “ extra-budgetary ” funds and services which do 
not figure directly in the published Exchequer Return. From 
this it follows that many Exchequer payments and receipts, which 
appear in the Return as if they were genuine cash transactions, 
are merely transfers to other governmental agencies and there- 
fore have no economic effect at the time at which they occur. 
- Moreover, Exchequer issues for services which do figure directly 
in the Return do not move in step with the actual spendings 
of these services; when expenditure is rising fast, there is 
almost bound to be a large accumulation of unspent credits in 

the hands of different departments. The Treasury is, of 
~~ course, aware of the total of any drafts on these credits, for it 
has itself to borrow the money by turning nominal debt into 
teal debt; but spendings of this character occur quite outside the 
published Exchequer accounts, and the outside observer has 
no means of ascertaining when and to what extent the picture 
_ presented to him is thus distorted. 
_ These and similar developments have torn great gaps in the 
_ fabric of the traditional system of Government finance, which 









3) 54-23 4 ° ‘ 
—= at many points is no longer adequate even for the purposes for 
683 ~which it was designed. So long as the functions of Government 
were confined almost exclusively to public administration, a 
5 a system of cash accounting for Exchequer receipts and payments 
7 624 was probably the best means of ensuring proper Parliamentary 
3 29,989 control ; and the traditional British system, applied for this 
~ purpose, has probably never been bettered elsewhere. Its 
t of full inadequacies now arise mainly from the growth of special 
—— services and trading functions for which the traditional system 
roves was never designed and to cope with which it has had to be 
educ- stretched and distorted. 
‘from * 
Powet No attempt will be made in this article to advocate any par- 
sritain ticular formula for reform. Its object is to draw attention to 
is one one set of proposals which certainly merits serious attention as 


a basis for discussion. They are those of Professor J. R. 
Hicks, given in a hundred-page essay* written specifically as a 
contribution to the discussion which the Chancellor invited. 
Because of unfamiliarity with the internal mechanism of 
Government acceunting, most private observers are obliged to 
restrict their preposals to broad statements of principle ; if they 
- go further, they are likely to make unpractical or unrealistic 
| suggestions. Mr. Hicks does go further, but from the nature of 
his analysis it is apparent that, whether or not the authorities 
are sympathetic to his proposals, they must have afforded facili- 
ties to ensure that his analysis is not inconsistent with the facts 





sai of present-day Government accounting. Perhaps for this 
» trie reason, Mr Hicks’s essay has a note of realism which has been 
“they lacking in some other proposals. 

| His criticisms are forthright. He regards the traditional 
'm by structure as in “a state of ruin.” But he does not thereupon 
ew suggest that the ruins be swept away and an entirely new struc- 
cneati ture erected. He surveys the mess dispassionately, and soberly 
ate ~~ decides that the old structure, if repaired, would still be the 
ae best structure for its original purposes—but for those alone. 
auld ~ For the new purposes new building will be required; but 
hi get whether the new building should be only a new wing or an 
athe old building, or whether the old building should become, in 
gave * The Problem of Budgetary Reform. Oxford University Press. 5s. 
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effect, one wing in the new, Mr Hicks leaves to the choice 
of expediency. His scheme therefore has the great merit. of 
elasticity, being quite radical at one extreme and quite moderate 
at the other. 

Its basis is a division of Governmental functions—including 
all services and, if possible, the nationalised industries—into 
administrative and trading functions.. The most radical scheme 
would narrowly confine the former to administrative depart- 
ments of the traditional pattern (e.g., the Board of Trade, shorn 
of its modern trading departments). All the rest, including even 
such services as the maintenance and construction of roads, and 
the accommodation-providing services of the Ministry of Works, 
would be trading departments. For the administrative depart- 
ments, the accounting would be, as now, on a cash receipts-and- 
payments basis, with the Exchequer acting as paymaster and 
taking particular care to ensure that the structure was not again 
undermined by the growth of departmental balances. The first 
duty of accounting in this sphere is to ensure due control by 
Treasury and Parliament over the flow of expenditure. For the 
trading departments, however, there is a duty to watch over 
their capital, and this cannot be done unless capital and revenue 
transactions are distinguished on commercial principles, neces- 
sitating an “accruals” basis (instead of a “cash” basis) for 
income and expenditure, the periodic valuation of assets, provi- 
sion for depreciation, and preparation of trading accounts on 
normal lines. The capital of these departments would generally 
consist wholly or mainly of advances from the Exchequer, which 
Mr Hicks regards as acting towards them not in the capacity 
of paymaster but as banker. Indeed, he contemplates the divi- 
sion of the Exchequer revenue account into an administrative 
and a banking section. The “ Exchequer” surplus or deficit 
would then reflect the receipts and payments of traditional 
character of administrative departments (including subsidies 
paid to trading departments) plus interest received from the 
banking section. The “complete budget surplus” would be 
the Exchequer surplus, as thus defined,. plus the aggregate net 
profit of the trading departments, computed on commercial lines, 
and consolidated with the Exchequer accounts as a separate 
operation. 

There is an appealing logic about this plan, for the resultant 
“complete budget surplus ” would be a concept of real and 
fundamental significance. It would not be a cash surplus on 
revenue account, as the present conventionally-computed surplus 
purports to be but is not. Still less would it measure the total 
cash requirements of the Government, for capital transactions 
would be excluded from the reckoning. It would measure, 
instead, the change in the net liabilities of the Governmental 
agencies as a whole—i.e. in the national debt after offsetting 
Governmental assets. In terms of present practice, only the 
items which lead up to the “ Exchequer ” surplus would figure 
above the line ; and if the range of “administrative ” depart- 
ments were narrowly circumscribed (as would certainly be 
desirable if the plan was to achieve its full advantages), this 
would have the effect of greatly reducing the sphere of the 
budget, in its strict sense. It would therefore be necessary to 
require the Chancellor to treat his capital programme—notably 
the banking section’s advances and repayments to and from the 
trading departments—as an integral part of his budget respon- 
sibilities. To ensure this, the “ below-line” statement would 
become a proper capital account, and would be brought just 
as closely under annual review as the “ above-line ” account, 
even though the capital operations would usually derive their 
sanction from separate enactments, as at present. 

Surveyed in these general terms, the plan appears as a tidy 
solution. But the Government’s finances are so ramified and 
heterogeneous that the classification of many of the items, 
instead of being neat and logical, would have to be decided by 
mere expediency. For example, Mr Hicks would treat receipts 
from surplus stores as capital, although they undoubtedly reduce 








cB alapea, 


wdatsitsbet 


26 


the inflationary potential by increasing the effective current 
supply of goods. On the other hand, he would put most war 
terminal expenditure “ above-line,” so as to make the below-line 
account a “true” capital account—regardless of the fact that 
they may be treated as capital by the recipients (e.g. war damage 
“value” payments). Even if the plan could be worked strictly 
as its author would wish, it would not therefore bring the 
Government’s accounts into alignment with economic require- 
ments as indicated in the national income accounting. Mr 
Hicks believes, however, that where the needs of administrative 
and budgetary expediency diverge from those of social account- 
ing, it is the latter that should give way—by adapting its own 
definitions and main tables accordingly, and by adopting either 
a quarterly or a fiscal-year basis. But he believes also that, on 
the plan proposed, it would be fairly easy to abstract from the 
Government accounts the data needed to restore the adjusted 
social accounts to a true economic basis, shown in supplementary 
tables. 

Apart from such difficulties as these, it should be emphasised 
that the advantages of a reform of this kind would depend 
largely, though not wholly, upon the technical efficiency of the 
Governmental accounting machine itself. Nowhere in his book 
does Mr Hicks refer to the weekly, Exchequer Return ; yet if 
democratic control and criticism of economic policy are to have 
any reality, this is surely no less important—perhaps more im- 
portant—than the annual return. And adjustments and recon- 
ciliations which may be feasible annually could not be attempted 
weekly, perhaps not even once a month or quarter. But, if the 
accounts were not still to be gravely distorted and misleading, 
some of these frequent adjustments would have to be attempted. 
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In particular, no reasonably reliable picture will ever be presented 
unless the Treasury can devise more complete control of depart. 


mental balances, or unless, at the least, it discloses at frequeat 
intervals the net change in them. Even with such disclosure, © 
the picture would still be incomplete unless approximate © 


estimates of consolidated profits (or losses) of trading depart. 
ments could be given, say, quarterly in arrear—which is probably 
the best that could be expected. The omission of such figures 
from the Exchequer Return would, of course, become the morg 
serious as the range of trading departments was extended, 
Finally, it should be noted that the possibility of reliable 
monetary analysis (a subject ignored by Mr Hicks) would 
depend not only upon the provision of these data, but also upon 
disclosure of the large debt operations which are not automati- 
cally revealed in changes in the formal total of the national debt 
—such, for example, as repayments of Treasury bills held by 
overseas monetary authorities, not to mention British Govern. 
ment switches from short to long debt within its own holdings 


These various difficulties and problems—it has been possible © 


to mention here only the salient ones—are not, of course, 
peculiar to Mr Hicks’s proposals. Most of them are inherent 
in any worth-while attempt at reform. And this plan, despite 
its weaknesses at certain points, remains by far the most promis 
ing basis for study which has yet emerged. In one sense, 
indeed, its very weaknesses may be its strength. Because Me 


Hicks has not rushed to theoretical extremes, his plan is the — 


more likely to be seriously explored by the authorities them- 
selves. On this matier, more progress is likely to be made if 
care is taken to avoid trying to go too fast than if a revolution 
is attempted overnight 


Business Notes 


Markets in Retrospect— 

Nineteen forty-eight will be remembered as the year in which 
the investment markets succeeded in confounding the prophets. 
When the year opened, the gilt-edged market was far from happy, 
for in the wake of the convertibility crisis which had so seriously 
unsettled prices and yields in the autumn of 1947 there followed 
on New Year’s Day the first of the major nationalisation issues. 
One of the market’s feats, in upsetting earlier predictions of some 
fall in the values of fixed interest securities, has been the progress 
of British Transport stock from its opening discount of 2} early 
in January to a net price of par at the end of the year. That 
the forecasts of some stiffening in interest rates were not without 
foundation, however, may be implied from the fact that Old 
Consols, which offered a gross yield of £3 1s. 2d. per cent at the 
beginning of the year, still showed a return of £3 2s. 8d. at the 
end—and this despite a steady recovery since the Berlin crisis 
in the summer. On the other hand, 3$ per cent War Loan, which 
on at least two occasions last year was beginning to look more 
like an undated stock than a lively probability for redemption 
in 1952, has restored something of its.position as a speculative 
“short,” for the yield has contracted from £2 19s. 1d. per cent 
to £2 13s. 4d. per cent—though this return is fully $ per cent 
higher than was recorded in the hey-day of the cheap money 
boom. 

In the closing months of the year the gilt-edged market has 
been progressive—quite sensitive to occasional (and very dis- 
creet) official interest, enjoying something of the overspill of 
investment funds from Argentine railway moneys, but supported 
primarily by a more than adequate volume of credit. The market 
has lacked the purposeful credit-creation of the former Chan- 
cellor ; but it has certainly not been exposed to any danger of 
credit contraction under the present Chancellor. The inadequacies 
of the disinflation policy and the quest for liquidity—both bearish 
factors in themselves—have been outweighed by the further pres- 
Sure of an easy monetary policy. This, more than any other single 
factor, has been responsible for the continued resilience of 
the gilt-edged market against a background of external political 
crisis and a high demand for capital resources at home. If proof 
were needed that the British economy, if not actually inflating, 
is not being noticeably disinflated, it is surely to be found in the 
parallel advance of fixed-interest and equity securities during the 


second half of the year. Since the Berlin crisis in July, the 
Fmancial Times industrial ordinary share index has recovered 
from 109.2 to 120.9 (July 1, 1935 =100), and has thus made up 
more than half the ground lost from the intermediate peak of 
129.0 recorded on the very first day of 1948. During the year 
the average yield has risen from 4.11 per cent to 4.49 per cent—a 
rise which has been kept severely in check by dividend limitatioa. 

These movements in prices and yields are the resultant of aa 
ever-dwindling volume of business curing 1948. If the country 
felt little effect of disinflation, Throgmorton Street certainly did, 
The average number of markings each day during the second half 
of the year has been nearer 5,000 than the 10,000 recorded in 
January and February, and it is possible to trace the fall in tura- 
over almost directly to the doubling of the stamp duty and the 
introduction of the “ once for all” investment levy in the Budget 
last April. 


* * * 


—and Prospect 


Since prices are so much at the mercy of narrow, one-way 
markets, the most sober assessment of investment prospects 
during 1949 could easily go astray. But it may be of some use 
to examine the possibilities of change in the basic forces which 
govern investment calculations. First and foremost is the fate 
of the Chancellor’s policy of disinflation. The pressures of 
politics and expediency which have already gone so far in 
frustrating its effectiveness are hardly likely to be reduced in a 
pre-election year. A brave attack on the monetary side, in the 
classical fashion, remains unthinkable, even to the present 
Chancellor. But such tenderness is unlikely to be extended 
very far towards the investor. It would be difficult indeed to 
quote odds about the withdrawal of voluntary dividend limitation, 
which is nearing the end of its agreed term of one year. 
Admittedly, the Chancellor has under consideration whether to 
lift the Bonus Issues Tax; its repeal would make a material 
difference to some companies which would like to increase 
their permanent capital on reasonable terms and to others which 
are entitled to restore earlier cuts. 

_ But the basic pressures are more likely to exert themselves 
in the direction of rising labour costs, high (and occasionally 
higher) raw materials costs, and relatively stable prices for finished 
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output, either through official controls or through increased com- 
petition for markets. If this view is right, 1949 promises to be 
a year Of some reduction in profits. It will, at the same time, 
be a year of high demand for new industrial capital, with con- 
tinued caution in dividend policy (whether dividend limitation 
is: continued or not) and with further appeals to shareholders 
and the open market for new finance. The promise of things to 
come is suggested by the rapid revival of the new issue market 
after the Christmas break. Thus, the underlying forces in the 
market hardly seem to favour any major advance in industrial 
shares. It will need shrewd judgment to pick the favoured few 
which may be capable of emerging from a background of declining 
earnings and a high level of capital commitments. 

The omens perhaps point somewhat more favourably for gilt- 
edged securities—at least in the immediate future. A steady but 
csscnually modest advance may be in prospect, until the 
approaching Budget begins to cast its shadow. There are no 
inescapable Government operations in prospect this year. But 
the Government has the option t call 2) per cent National 
War Bonds, 1949-51 on or after August 1st by giving three months’ 
nouce. There are £714 million of these bonds in issue, and 
ihey are likely to be mainly in money market or institutional 
hands. The movement of 24 per cent Savings Bonds, 1964-67 
will be of particular interest during the next few months. At 
present, the yield basis of £2 12s. 9d. per cent is too high to put 
a mew 15-year stock at 2} per cent within the bounds of possi- 
bibty. But the interplay of this issue with other 2} per cent 
stocks with dates in the middle fifties may give some impression 
of the intention of the authorities as the summer approaches. 


* * * 


Basic Industries in 1949-50 


_. The British economic programme for the year 1949-50, which 
was published last week together with the long-term programme, 
# ves some indications of the rate at which the Government 
¢spects the major plans of basic industrial expansion to move. 
‘i hbey will not, by the middle of 1950, “have reached the point 
at which they will greatly affect the dollar deficit ; this will occur 
laier.” But the major projects will by that time be “ well on 
the way towards completion.” In the mines about £25 million 
will have been spent in 1948-9 on development and reconstruction, 
plant replacement and new coal preparation plant, and in 1949-50 
‘a further £34 million will be spent on the same purposes. But 


‘much of this work will bear fruit only slowly, and for increased 


coal production in 1949-50 reliance will be placed mainly on short- 
term developments, “of which there will be several hundred.” 


‘In the oil industry the three home refinery projects which have 


been started (Shell Haven, Stanlow and Lilandarcy) will be 
“pressed on,” and it is hoped in addition that the expansion 
‘of the Fawley and Grangemouth refineries will be “ well in hand.” 
This should not be taken to mean that the realisation of the 
big Fawley project of the Anglo-American Oil Company is now 
a settled thing. British, and partly British, oil companies will 
contmue with their expansion and development plans abroad 
—expenditure on which is put at f£roo million for the 
vear ; Abadan, Haifa (“if conditions permit ”), the new refinery 
in Venezuela and expansion plans in Holland and the Far East 
are mentioned. The new pipe-lines from Iraq to Tripoli should 
be “well on the way to completion” by the middle of 1950; 
when completed they will carry an additional four million tons 
of crude oil a year to the Mediterranean coast. 

In the iron and steel expansion programme, 1949 (the calendar 
year) is expected to be a peak year. Blast furnace capacity for 
steel-making pig-iron will be increased by 500,000 tons in 1949-50. 
Production of steel ingots and castings is to increase by 500,000 
tons a year, and production in 1949-S0 is estimated—perhaps 
conservatively—at 154 million tons. Plant for the production of 
billets and wire rod will come into operation, and also (it is hoped) 
the steel wotks and hot strip mill at Margam, new batteries of coke 
ovens, and schemes for fuel economy by the greater use of coke- 
oven gas. But 1949-50 is to be regarded less as a year of ful- 
filment in the steel industry than as a year of construction, in 
which more than 17,000 building workers will be engaged. 


* * oe 
FBI on Industrial Capital 


The Federation of British Industries, ina memorandum to 
the Chancellor of the Exchequer, gives its weighty support to 
the complaint of industrialists that, under present conditions of 
high prices and taxation, industry is gravely handicapped in its 
attempt to replace and improve its fixed capital and io keep the 
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physical volume of its stocks at an adequate level. ‘The FBI 
points out that, in previous periods of inflation, industry has been 
able to safeguard its real capital by diverting a substantial pro- 
portion of its enhanced profits to reserve: The present high level 
of taxation (and, it may be added, the effect of EPT during the 
war) has ruled out any such possibility during the inflationary 
decade through which industry has just passed. 

The memorandum discusses the problem in two aspects. First, 
it lays down the principle that taxation should be levied, as far 
as possible, only after proper provision has been made from profits 
for maintenance and replacement of raw materials, buildings, 
plant and machinery. So far as fixed assets are concerned, wear 
and tear allowances based on original cost are quite insufficient ; 
for every £1 allowed for wear and tear by the tax authorities, a 
further £3 is needed from current earnings (before tax) in order 
to compensate for the change in prices between original cost and 
replacement cost. Secondly, the FB asserts that taxation policy 
should be so designed that industry is able to provide additional 
working capital from its own resources. 

As for remedies, the FBI admits that a thorough-going revision 
of the taxation system to meet these two points would raise matters 
of great complexity, but it urges that the time has come to set 
up an official inquiry (perhaps by means of a Departmental Com- 
mittee) “to examine the practicability or otherwise of adopting 
a basis for calculating profits which takes care of marked changes 
in the value of money upwards or downwards,” and it promises 
full assistance if such an inquiry is set on foot. But the memoran- 
dum also proposes interim measures to dea] with the replacement 
of fixed assets and the maintenance of stocks. The first proposal 
is that for 1949-50, and until further notice, a special allowance 
should be granted against profits based, for example, on the whole 
depreciation allowance granted for 1945-6, “suitably adjusted.” 
Such a proposal, it will be recalled, was recently made by Mr 
S. P. Chambers, and was discussed in The Economist of Decem- 
ber 11, 1948. 

For working capital and stocks, the Federation suggests that 
from 1949-50 and onwards “substantial reduction in taxation 
should be conceded on the profits withheld from distribution, in 
these years with the defined object of assisting businesses to 
finance restocking, etc.” The memorandum emphasises that both 
proposals are capable of adjustment to whatever total figure the 
Chancellor is prepared to set aside, if he is sympathetic to the 
objects they are designed to secure. Both clearly warrant the most 
careful attention by the Chancellor and his advisors. Their funda- 
mental justification is not that they involve preferential treatment 
for industry in maiters of taxation, but that they would end the 
prejudicial effect of excessive taxation on the maintenance and 
improvement of industrial capital. It is the broad point of indus- 
trial efficiency, rather than any sectional interest, which is at stake. 


Finance and Investment 


Fiduciary Issue Raised 


The rapid expansion of the note circulation in the three weeks 
to mid-December proved, after all, to besan imaccurate guide to 
the currency demands for the season as a whole. In that period, 
as a Note in The Economist of December.18th recorded, the total 
efflux of currency from the Bank of England was £54 million, or 
£3 million larger than in the similar period of 1946, the year 
of maximum postwar Christmas demands. The pre-Christmas 
Bank return showed a further outflow of £9} million, or rather 
less than in the similar week of 1946. Thus the season’s total 
disclosed efflux this year was £634 million. This was more than 
double the movement in the similar weeks of 1947 when, however. 
the seasonal factor was obscured by the reflux of currency which 
had been provoked, over a period of some months, by fears of 
an impending note exchange. In 1946 the total outflow was 
£64.8 million, but the Bank return then was made up on Christmas 
Eve, and thus revealed the full extent of the demands upon the 
Bank. If allowance could be made for the additional demands 
of Thursday and Friday of last week, it would probably be found 
that the aggregate true demands for this year have been the largest 
for any year save the exceptional Christmas of 1943. 

At all evenis, even by the Wednesday before Christmas, the 
authorities had found it necessary to buttress the reserve in the 
banking department by seeking Treasury sanction for an increase 
in the fiduciary issue, which was raised on that day from £1,30¢ 
million to £1,325 million. But for this increase, the stock of 
notes in the banking department would then have stood at £3.8 
million—obviously an “insufficient provision for the probable 
demands of the ensuing two days. The increase has been needed, 
however, purely. for the purpose of surmounting the Christmas 
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peak, and for that reason the permission to make it has been 
limited to a period of one month only. The authorities will have 
no difficulty in restoring the fiduciary limit to its former level 
within that period. As expected, the first effect of the seasonal 
reflux of currency was shown in this week’s Bank return, which 
revealed a decline in the total circulation by £3.3 million to 
£1,293.1 million, compared with £1,368.4 million on the last day 
of 1947. This particular increase in the fiduciary limit, unlike 
the increases of the wartime period, should be regarded as a 
technical operation analogous to those undertaken before the 
war—notably in 1937 and 1938, when the limit was raised in 
November by £20 million and £30 million respectively, for the 
purpose merely of tiding the Bank over the Christmas season. 


* x x 


Mr Gibson Resigns from the Bank 


It was announced on the eve of the holiday, following the 
conclusion of the hearings of the Lynskey Tribunal, that Mr 
George Gibson had resigned from the Court of Directors of the 
Bank of England, and he himself later released the correspondence 
which had passed between him and the Governor. “I cannot 
but agree,” he wrote, “that I have unwittingly been the cause of 
bringing into most unpleasant publicity the names of three 
colleagues who are universally respected . . . under all the cir- 
cumstances I feel that the best course is to tender my 
resignation.” While the Tribunal is still deliberating, comment 
would be improper ; and Lord Catto, in a formal reply couched 
in terms resembling those used a few days previously by the 
Prime Minister in responding to Mr Belcher, merely recorded 
that he was sure “that the course which you have taken in 
resigning is the right one.” That is certainly the general opinion 
in the City. he Bank has a great tradition of scrupulously 
circumspect conduct; and it is of high public importance not 
only that this tradition shall be maintained but also that it shall 
be plain to all the world that it is maintained. 

Under the terms of the Bank of England Act of 1946—the 
“ nationalisation” Act—the Court of Directors was reduced from 
24 to 16 members excluding the governor and deputy governor, 
and all appointments became Crown appointments made on the 
recommendation of the Government of the day, the standard 
term of office being five years for the governor and his deputy 
and four years for the ordinary members of the Court. As the 
Act provided that four directors should retire each year, the initial 
appointments had to be for periods ranging from one year to 
four years. Of the original Court appointed in 1946, only three 
members were newcomers. Mr Gibson was one of these and, 
like the other new members, was appointed for the full four 
year term. His period of office was therefore due to expire on 
February 28, 1950 and, under the terms of the Act, the appoint- 
ment of his successor will run only until that date. Mr Gibson 
was not, of course, an executive director of the Bank. He has 
stated that he has no intention of resigning from the chairmanship 
of the North Western Electricity Board. 


* * * 


New Currency for Communist China 


A new currency was issued on December Ist for circulation 
in the Communist areas of north China petween the Great Wall 
and the Yellow River. The issuing bank is the recently estab- 
lished People’s Bank of North China, an amalgamation of three 
former note-issuing banks, the North China Bank, the Pei Hai 
(North Sea) Bank and the Northwestern Farmers Bank. The 
Communists claim that the new currency will become the only 
legal tender for more than a hundred million people. The rates 
of conversion between the new notes and those issued by the 
three defunct banks have been fixed as follows: one to one 
hundred of the Chi Nan and Pei Hai notes, the former issued 
by the North China Bank for South Hopei, the latter issued by 
the Pei Hai Bank for Shantung; one to one thousand of the 
Chin-Cha-Chi border notes, issued by the North China Bank ; 
and one to two thousand of the notes issued by the Northwestern 
Farmers Bank for the Shansi-Suiyuan and Shensi-Kansu- 
Ninghsia Border Areas. According to the Communist New China 
News Service, the new currency has no gold or silver backing 
and the government has announced “essential commodities ” 
as its bank reserves. 

There has been some inflation in the Communist areas but it 
has been far less severe than in Nationalist China. Commodity 
prices in Shantung are reported to have risen 66 per cent during 
the first half of 1948, compared with more than a ten-fold increase 
in Nationalist China during the same period. At the end of the 
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Japanese war the exchange rate between the Communist Pei Haj © 
note and CNC (China National Currency) was one to five ; at the 
time of the currency reform last August it was one to 1,500, The 
economy of the Communist areas has been relatively far morg © 
stable than that of the Kuomintang areas and there has been ng 7 
widespread desire on the part of the people, most of them living ~ 
in rural regions, to convert their paper notes into metal coing — 
But although the Communist financial experts may have had some 
success so far in managing their currencies, they have yet t 7 
tackle the problems presented by large-scale industrialisation and 
foreign trade, te 

* * * 


Egypt’s Sterling Balances 


The talks with the Egyptian Government to determine the 
extent to which that country may draw down its accumulated © 
sterling balances in 1949, and in particular to decide the amount ~ 
to be made available in hard currency, opened in Cairo this week 
From unofficial cabled reports, it is already clear that the © 
Egyptians have pitched their demands upon an even mor | 
extravagant plane than usual. They are said to be demanding ~ 
a “return” of the supposed “Egyptian share” in the sterling 
area dollar pool, a substantial allotment of hard currency to meet 
“ imperative ” requirements, the granting of a gold guarantee for 
the blocked sterling balances, and the lifting of British restrictions 
upon exports, particularly of cupital goods, to Egypt. This 
astonishing list is then made the more fantastic by the revival 
of an earlier demand for the provision of “ sufficient” gold to 
permit the “stabilisation” of Egyptian currency. The British 
negotiators, one imagines, will not be disconcerted bv this opening 
broadside. From the closing stages of the war the Egyptians had 
shown themselves to be rather disgruntled members of the sterling 
area by the framing of unreasonable demands, and this 
disgruntlement has certainly not diminished since the summet 
of 1947, when Egypt’s inability to work the exacting exchar se 
control required by Britain’s return to sterling convertibility 
made withdrawal from membership necessary. 

Yet the Egyptian strategy of constant propaganda for release 
of the balances, and of repetition of excessive demands during 
each set of negotiations, has in fact secured very liberal treatment. 
Under the arrangements reached last year, as a Note in these 
columns recalled four weeks ago, the permissible releases to Egypt 
for 1948 could have reached £39} million, of which £74 million 
was available in gold or hard currency—terms which laid the 
British Government open to the charge of undue generosity at 
the expense of other claimants on the pool. In the past, it is 
clear, political considerations have been permitted to dilute the 
rigorous attitude which, in Britain’s own straitened condition, 
would have been dictated by economic and financial considera- 
tions alone. In the circumstances, it is to be hoped that the 
peculiar difficulties of the political atmosphere in which the 
present talks must now proceed will not result in any further 
weakening of the British attitude. The most that could reasonably 
be done to vary the formula adopted last year would be to explore 
the possibility of enabling the Egyptians to purchase timited 
quantities of the equipment they most urgently require. There 
should be no question of any gold guarantees or of provision of 
gold or exchange for any other purpose than essential require- 
ments ; and the standards used for judging what is essential should 
be no less rigorous than those adopted by members of the sterling 
area Who voluntarily curtail their demands on the pool. 


* x * 


Anglo-Swiss Payments Problems 


Negotiations are due to open this month for a new monetary 
agreement between Switzerland and Britain. After a chequered 
course of 3 years the present agreement expires in March. The 
balance of payments between the two countries was heavily 
against Britain, but payments in 1948 have been more evenly 
balanced. In recent months, however, Swiss purchases from 
Britain have been declining, and this decline is disturbing for 
both sides in the coming negotiations. In the first two years of 
the existing agreement, which took effect in the spring of 1946, the 
Swiss accumulated in London £15 million of currently earned 
sterling, the maximum provided for under the agreement; 
after the ceiling was reached, Britain’s payments in gold involved 
losses of nearly £25 million. Clearly, losses of such magnitude 
could not be countenanced indefinitely, and the arrangements for 
1948-49 were based on the assumption that payments between 


the sterling area (excluding South Africa) and Switzerl id 
be balanced at around £40 million. ) witzerland cou 
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Angio-Swiss payments fali broadiy into three categories—trade, 
tourist traffic, and financial transfers. In the short run, not very 
much can be done to modify financial outgoings or earnings. The 
burden of tourism is controlled by negotiation. And by a tight 
system of export licences the Swiss maintain control over their 
exports to the sterling area. Thus one unknown remains: how 
much British goods will the Swiss buy ? For the year to March, 
1949, Britain’s exports to Switzerland were planned at {25 million 
and other sterling area exports and invisibles at £15 million. Swiss 
exports to the whole sterling area were to be £20 million, the cost 
of tourism £6,700,000, leaving, by deduction, about £13 million 
for all other invisible outgoings. As dividends and interest alone 
required £10 million in 1947, this estimate for invisible payments 
cannot be far out. It was agreed that if exports from Britain fell 
short of the required rate, the Swiss would reduce their exports 
and tourism by one-quarter; they have, in fact, applied this 
restraint in full. 

Swiss Imports FROM BriTAIn, 
(£ Million) 
1948 


1947 wat c. Hat al ; 
Jan. | Feb Mar. | April! May | June | July | Aug. | Sept. | Oct. Nov. 
; i ‘ ‘ 5 x ; ; 


ll 
Mths 


18-8 2:2) 1:9: 1-9, 21) 2-2 v9/ a9] as 1-3) 1-:2,1:3 19-4 


* Swiss statistias. t March to November {15-3 

Even so, Britain has lost about £1,§00,000 in gold to Switzer- 
Jand since March. This, however, is so much less than the earlier 
losses that, if Swiss purchases from Britain were not now falling 
steeply, a mew agreement could perhaps be negotiated without 
substantial changes. The Chancellor has stated that some gold 
losses to Switzerland, Portugal and Belgium are likely to continue 
in 1949. 

The Swiss authorities in 1948 have encouraged purchases of 
British goods, at one stage with considerable success. But no 
government, least of all the Swiss, can force its traders to buy 
against their judgment—and American and German competi- 
tion has become keener. In 1947 Switzerland imported just over 
£2 million of American motor-cars ; in the first nine months of 
1948, £4.5 million. German exports from the three western 
zones were £2;700,000 in 1946, £7,700,000 in 1947 and over 
£13 million in the first nine months of 1948. The present Anglo- 
Swiss afreement has almost run its course ; both parties would be 
relieved if the recent downward trend in Swiss purchases from 
Britain showed clearer signs of reversal before the new negotia- 
tions begin, 


* * * 


Bill Market Turnover 


The recovery in the discount market’s proportion of 

Treasury bills allotted at the weekly tenders from the abnormally 
low level reached four weeks ago was arrested at the pre- 
Christmas tender. The market syndicate then secured 47 per 
cent of the amount for which it-had applied, compared with 
52 per cent in the previous week, and only 31 per cent on 
December 3rd. The unusually small quota of bills which 
Lombard Street houses secured on that day evidently reflected a 
large renewal demand for maturing bills held in special quarters, 
doubtless for account of an overseas monetary authority. This 
demand, it is worth noting, carried total applications to a new 
high level, at £320.8 million; the. comparable total last week 
was a little under {£280 million. These fluctuations are a 
eminder of the fact, not generally appreciated outside banking 
circles, that a large proportion of the tender issue of bills, 
commonly regarded as available for the domestic banking 
system, is actually held elsewhere. The clearing banks do not 
tender for bills, and, except for special operations by the 
authorities (such as the issue of tap bills earlier this year to meet 
the peculiar situation created by the Argentine rail pay-out), they 
draw their supply from the discount market. Tenders for bills 
by other home banking institutions are generally relatively small, 
and, in general, this is probably also true of the Bank of England’s 
tenders for its own requirements, so that the bulk of the non- 
market demand undoubtedly reflects the employment of overseas 
funds, chiefly through official channels, 

During the war, competition from these growing overseas funds 
constantly encroached upon the supply of bills available for the 
domestic banking system, despite the fact that some of the 
monetary authorities concerned agreed to accept allotments of tap 
bills outside the tenders. The accumulation of these overseas 
holdings of tap bills presumably explains one apparent anomaly 
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of postwar t » the high degree of 

the amount of tender bills absorbed by quarters other than 
discount market, despite the large cross-movements_ which 
occurred in sterling area and other overseas funds in Lon 


During 1945 and 1946, when the Treasury was switching | 
floating debt borrowings from Treasury deposit receipts to 
part of the increased bill supply was naturally absorbed by n 
market tenderers. It can be computed that during the eighteg 
months to October, 1946, when the tender issue rose f 
£1,430 million to £1,960 million, the amount of outstanding b 
allotted in the first instance to non-market applicants rose 
about £200 million, to £1,185 million ; but the volume allot 
initially to the discount market rose much more steeply, fn 
about £445 million to £775 million. Since then, howey 
changes in the non-market bills have been surprisingly small, % 
that most of the further increase in the total supply of te 
bills has been absorbed by the discount market. On the 
of a quarterly calculation of the distribution, it appears that sing 
end-1946 the extreme range of fluctuation of non-market bills ha — 
been only about £130 million. The computed total at the latest” 
date is, at about £1,150 million, barely £30 million less than a7 
the corresponding date last year. The total tender issue, & 
£2,250 million, stands at the same level as it did twelve months 
ago; but the small decline in outside demand has enabled the - 
discount market to increase its share to nearly half the total’ 


estimatd 
the pre 
a year 
some fir 
VOC s! 
Jack the 
holds ot 
Hence 
hat w 
e doc 
ave yit 
share. 

of the e 
ithe wa: 
callow fc 
tax law 
the 

ayable 
hat 1] 
arning 


































During the three months to early December, it secured roughf | The 
£1,150 million—apparently the biggest take-up ever achieved § ' Video 
a quarterly period. December’s take-up, at around £290 milliog, been ¢ 
was, however, the lowest for any month since mid-1947, so tha 734 known 
the aggregate for the final quarter of the year was down ® has on 
£1,100 million. | eee the un 
for cart 

* * * -1948. 
holder: 
Shell Offer to VOC = that di 
Just before Christmas, the Anglo-Saxon Petroleum Company “Se The 
made a formal offer to acquire the outstanding ordinary aad @& oodhpe 
preference capital of Venezuelan Oil Concessions not already held ate 
by them. Their own holding amounts to 70 per cent of the wen 
ordinary shares and 93 per cent of the preference shares of VOC oo 
The terms of the offer, as stated in The Economist of December = £350x 
18th, allow for the exchange of each VOC 13s. 4d. share, whether a 
preference or ordinary, for £2 nominal of “ Shell” Transport and oe 
Trading ordinary shares or stock. The offer is conditional on an that u 
increase in the authorised capital of Shell from £53 million to £63 ennets 
million being approved. It is expected that not more thaa detail 
£'5,250,000 of the incréase will be required for satisfying the terms wan 6 
of the offer, since it is intended to provide part of the required is the 
Shell shares for VOC shareholders from existing holdings of © liabili 
Royal Dutch. able. 
The document outlining the offer is hardly couched im terms up va 


likely to impel VOC shareholders towards accepting it, although 


Roya. Putcwh-SHecrt Group Orr Propucrion 


(000 Barrels) 








|} ame | aoe fine) 
Venezuela :— j 
The Caribbean Petroleum Company ....... | 16,689 | 22,223 26,700 
Nedertandsche Ole Maatschappij ..4...... | 16,521 © | 17,351 18,000 
The Venezuelan O# Concessions, Limited... | 77,032 | 24,510 115,000 
__ The Colon Development Company Limited , 5,705 4,662 4,200 
PU 0 4-5 508s hate ao phadilae sie coke wees | 5,121 5,102 5,40 
Argentina .... «ss. ye «sd cot bis Wee « B35 i 3,841 3,930 3,700 
Colombia .. 5 eh ties Wardens do kth bas bh ted ee 3,209 4,780 6,4 
United States... 2.) . AGN isenssbsbodsSd0006 | W473 76,705 86,000 
Nether! BGS ONE MIU Es iron sae sctsess bv0ek I 2,100 6,767 16,000 
British Bormeoe Messi cbieivd ceteiscctvicbbiccs | 2,050 12,970 20,290 
Egypt ...... ee Staion» thie dit SSE Lt 8,940 9, 300 11,400 
Iraq (Group share)... 0.0... eee eec eerie eves 7,625 7,557 5, 300 
Nethe rlands (Group share) ......., a dastem *aunie 218 739 1,700 
a BY WRNGUE ENO) cb ciccescccicssncccents 250 214 "200 e 
uwait (purchases). ..s..ese.. Epa bPSORh i Cobos on ‘ 0 “a 
| Ses Ae ORs «| 10 ee cout 
FOPAUE Ss 0 istss ieaedt ea ae | 219,774 | 272,620 | 338,100 ae althc 
i — § look 
that may well be the wisest course for them to adopt. Indeed, He ae 
it rather lays stress on the virtues of VOC and leaves the estimation 9 2 8° 
of the strength of Shell largely to be implied from tol figures | P*¥; 
showing the upward trend of Shell production. These figures will 
are certainly hardly less impressive than those of VOC. But the men 
absence of any guide to the potential (as distinct from the mor 
disclosed) earnings of Shell is disappointing, particularly for those mor 
sections of the oil share market which had hoped to gain further had 
information on this. point. But VOC shareholders are apparently only 
expected to reach their decision without such guidance. The doll 


profits for their own company, before reserve allocations, are 
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estimated at £8,000,coo for 1948 compared with £5,or9,248 in 
the previous year. This is a substantial increase compared with 
a year for which the ordinary dividend was already covered 
some five times by earnings. ‘This profit estimate suggests that 
VOC shares are certainly endowed with dynamism even if they 
Jack the broad base of world wide interests which the Shell offer 
Sholds out for them. 


Hence, VOC shareholders may perhaps be forgiven for asking 
hat weight they should attach to the assertion made earlier in 
e document that for 1946 and 1947, £2 of Shell stock would 
ave yielded in dividend, before tax, 2s. 24d. more than one VOC 
share. But if the shareholders of VOC seek to assess the merits 
of the exchange in terms of earnings prospects, they are faced with 
the warning that the estimat: of VOC’s profit in 1948 does not 
allow for the effect of a recent amendment to Venezuelan income 
tax law, designed to ensure that, in the case of VOC, at least half 
"of the profits before deduction of taxation and royalties will be 
payable in taxation. Since Anglo-Saxon Petroleum cannot estimate 
hat the ultimate effect of the amendment on the company’s 
arnings will be, VOC shareholders are left in the air. Many will 


in gt ©) doubtless accept the offer, but probably without much enthusiasm. 
¢, a= 

onths © s “ “ 

1 the © 


Monte Video Waterworks Purchase 


The main terms of the agreement for the purchase of Monte 
Video Waterworks by the Uruguayan Government have now 
been circularised to shareholders. While the terms have been 
known in London for some time a copy of the actual agreement 
has only just become available. It provides for the purchase of 
the undertaking for a sum of £3,000,000 together with £65,000 
~ for capital expenditure incurred by the company since January I, 
~ 1948. The agreement is subject to ratification both by the share- 

holders and the Uruguay Government by April 30, 1949. Until 
“that date the property will be operated by the company. 

The document issued by the company this week gives 
an estimate of the break-up value of the ordinary stock. It shows 
that approximately £145 per cent would be available after meeting 
all known liabilities, but this figure would be reduced by {21 
per cent if the company have to pay a balancing charge of some 
£350,000 for which it may be liable under the Income Tax Act 
1945. These figures differ from independent calculations made 
iby the market on the basis of the figures in the latest balance 
sheet and have caused much disappointment. But it may be 
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on am “~~ that unofficial calculations overestimated the amount of net current 
fi (63 assets in the present possession of the company. Although no 
tia“ detailed explanation has been given of how the figure of £145 
form" was arrived at, it is likely—and entirely proper—that in preparing 
juiced ae it the company would have included a full estimate of its expected 
Bs ~ liabilities, though some of these may not be strictly ascertain- 
A able. Stockholders have no ground for complaint that the break- 

terms 7 up value is not up to their best hopes, though they may well wish 


nough = that it had been documented by some detailed workings. The 
| price of Monte Video Waterworks ordinary stock fell from 


» around 147 to 127-132 nominal after the contents of the circular 


Trade and Commodities 
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Agreement with Jugoslavia 
The protracted negotiations with Jugoslavia on the compen- 


40 sation to be paid for British property nationalised or expropriated 
300 in that country have ended at last. On Christmas Eve three 
5,000 agreements were signed in London between the British and 
vane Jugoslav Governments—the compensation agreement, a short- 
1400 term trade agreement, and a money and property agreement pro- 
00 viding for the release of assets at present held at the disposal 
"200 «= sof the respective custodians of enemy property in the two 
$000 = countries. Full details cre not yet available, but it is clear that, 
3,100 98" although the £4,500,000 which is to be paid as compensation may 
— "9% look inadequate to the shareholders of the British companies 
* concerned—principally those of Trepca Mines—it is known to be 

eet ©) a good deal larger than the Jugoslavs were originally prepared to 
gules yO Uidibrtunehite: it is still uncertain when the full agreed payment 
igurcs TG will be made, for the present agreement provides for the pay- 
ut the ment of only ro per cent—i.e. £450,000—during the coming nine 
nthe months, (The United States Government was able to secure far 
—_ more satisfactory compensation terms than Britain, for Jugoslavia 

r 


had considerable dollar funds in the United-States and these were 
only released after compensation had been paid out of Jugoslav 
dollar balances.) It is stated, however, that negotiations are to 
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be opened “at an early date” for a long-term trade.agreement ; 
and it is to be hoped that provision for payment of the remaining 
compensation will be an integral part of the trade arrangements. 

The short-term trade agreement relates to the twelve months 
to end-September next, and contemplates an approximate 
balancing of trade between the two countries at the level of about 
£15 million in this period. The agreement incorporates itemised 
lists of imports and exports, with “target” quantities for each. 
The principal exports from Jugoslavia will be timber and food- 
stuffs, including meat, poultry and canned foods, but not grain. 
The purchase of coarse grains will be handled by the Ministry 
of Food as a separate transaction and will not be subject to any 
trade agreement. ‘The other foodstuffs which Britain is to buy 
include beef, veal, mutton and lamb, cheese, eggs, tinned fish, and 
os — But the quantities are very small—s,ooo tons or less 
Oi eacn. 

Timber is, of course, the main item from Britain’s standpoint. 
Jugoslavia is to send 160,000 standards of sawn softwood, 325,000 
cubic metres of hardwood, 100,000 piled cubic fathoms of pit- 
wood, quantities of sleepers, venetrs and other timber products. 
These quantities will make an appreciable contribution to British 
timber supplies; total imports of sawn softwood during the 
first eleven months of 1948 were less than 7§0,000 
standards, while pitprop imports during the same period were 
below 500,000 piled cubic fathoms. In return for these goods, 
Britain is to export to Jugoslavia textiles, rubber, tyres and other 
rubber products, crude oil, chemicals, metals and metal manu- 


factures. The latter group includes miscellaneous machinery and 
Spare parts for motor cars. 


* * * 


Two Dollar Fifty Wheat ? 


The negotiations about the price of Canadian wheat to be 
purchased next season by this country have encountered heavy 
weather. The contract requires that the price for 1949-50 must 
be fixed before the end of 1948, but at the time of going to press 
no agreement had been officially announced. The Canadian Prime 
Minister had, indeed, hinted that this clause of the contract might 
be waived. Canada has asked for a price of $2.50 a bushel with 
a three-year extension to the contract, although this price would 
not necessarily rule for all three years. The present contract price 
is $2.00 and the current Chicago price about $2.30. The difference 
between the new Canadian price and the world price would be 
a form of compensation to Canadian farmers for past seasons 
when Britain obtained wheat at prices well below the world 
level. The existing contract includes a provision for such an 
adjustment. There had also been a suggestion that at the end of 
the current contract, Britain should pay a lump sum covering 
any difference between the earlier contract prices and world 
prices. On Wednesday, however, Mr Gardiner announced at 2 
press conference that Canada might be willing to accept an ex- 
tension of the contract instead of the Jump sum compensation. 

One factor in the negotiations is the possibility of releasing 
the balance of the Canadian loan to Britain. Eighteen months ago, 
when Canada found itself as short of dollars as Britain, it. made 
strenuous efforts to rectify its adverse balance with the United 
States, The measures adopted have been more or less successful. 
but according to the Canadian Treasury the dollar equilibrium 
could only be maintained, if the balance of the loan were to be 
released, by charging a higher price for Canadian wheat-—which 
is paid for by ECA funds. The wheat contract has been much 
criticised in Canada on the ground of low prices, and the Canadian 
negotiators can hardly be blamed for recognising the force of 
such criticism. 

The British case is simply that it could not afford to spend 
$350 million of Marshall aid in a single year on Canadian wheat, 
and as the quantity of 140 million bushels was determined under 
the contract two years ago, the price must be such as to keep the 
‘total bill within Britain’s means of payment. There is further 
prop to this argument. If the price in the new Canadian contract 
is fixed above the level of American prices, the ECA would not 
allow its grants to be used for purchasing Canadian wheat. The 
negotiators have therefore had to try to forecast the level of wheat 
prices in the United States twelve months hence. The British 
view is that the world price of wheat is likely to fall below $2.00 a 
bushel. After the large world crop last summer, reports of 
autumn sowings in the United States and Europe suggest that 
another bumper crop might be obtained this summer if the 
weather remains favourable. Moreover, there are indications of a 
possible check to industrial activity in the United States, and any 
fall in prices which resulted would help to reduce the “ parity 
price ” index which determines the American Government’s mini- 
mum prices for agricultural products. 
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These are weighty arguments, and more will undoubtedly be 
heard of them when the international wheat conference meets in 
"Washington at the end of January. The era of two-dollar wheat 
has lasted a long time—too long for the comfort of importing 
countries. But the possibility of an international wheat agreement 
clearly affects the present negotiations on the Canadian price. If 
the latter price were to be fixed higher than the maximum adopted 
by the international conference, it would presumably be inopera- 
tive as both Britain and Canada would be participants in an 
International Wheat Agreement. On the other hand, if wheat 
producers tried to make $2.50 a bushel the maximum price for 
the wheat agreement, then Britain would be quite unlikely to 
accept. Perhaps the long-term interests of Canada on this ques- 
tion are not so far out of line with those of Britain. But it is the 
short-term interests which generally carry greater political weight. 

* + x 

Oil Bunker Prices Falling 

The reductions in fuel oil bunker prices at British and 
European ports which came into force in mid-December were 
followed by reductions in the North Atlantic and other regions ; 
the price fall has been virtually world-wide and does not appear 
to have ended. Shipowners will gain appreciably on their running 
costs. The reduction of 5s. 6d. a ton in marine fuel oil means, 
for example, that a 10,000-ton steamer plying between Britain and 

Australia will save about £660 on the round voyage. Gas oil 
and marine diesel oil prices remain unchanged in British and 
European ports for the present, but diesel has been reduced by 
4 to 10 cents a barrel at North Atlantic and Gulf ports. he 
beginnings are discernible of a change for the better in world 
supplies of middle oils; this in turn reflects the improving 
crude oil supply and the first stages of success for the oil com- 
panies in their efforts to expand and develop the oil industry to 
meet postwar needs. 

Only a year or so ago, the great increase of American consump- 
tion suggested the probability that the petroleum shortage would 
persist for some years. The price increases of the last two years 
have played a part in bringing demand down to the level of 
supply. Now the reverse process has begun. Supplies have 
improved, largely through development in the Middle East and 
Venezuela, and it seems likely that the improvement will continue. 

In the American crude oil market the same facts are reflected 
in the retreat of the Phillips Petroleum Company from the 
higher-price position it took up in September. The Phillips 
company, by increasing by 35 cents its price for Texas crude at 
the well, had disturbed the major oil companies and aroused 
general apprehensions of a further increase in world oil prices. 
But on December 17th the company rescinded the increase ; it 
was obliged to do so, it explained, because of the lower prices 
still paid by competing companies. 


* 7 * 
The Price of Coal 


Reports from Cardiff of higher anthracite prices refer to the 
export trade only ; home prices of coal, including anthracite, are 
unchanged. Not only the high cost of anthracite production, but 
also the persistence of a British and European demand for 
anthracite well in excess of the supply, made some such action 
probable. The increases are of §s. to 10s. a ton, and apply only 
to certain grades. They are accompanied by reductions in some 
of the cheaper grades of coal, but only in a few long-term con- 
tracts ; export prices in general are unchanged. 

The discussions in London on British coal export prices have 
been suspended for the present, and ECA, which raised the matter, 
is now seeking a clarification of American policy in Washington. 
This is necessary because the European price level for export cual 
depends as much on bizonal export prices as on British, and the 
two American organisations concerned (ECA and the Office of 
Military Government in Germany) have not yet been able to see 
eye to eye. The American negotiators do not seem pessimistic 
about getting some concessions from the Coal Board. It seems 
unlikely, however, that any such concession would take the form 
of a general reduction ; it might take the form of reductions on 
the more plentiful grades which may in any case become harder 
to sell, together with increases in the prices of anthracite and 
possibly of Durham gas coal. The present minor changes in 
export prices, if anything, support this possibility. 


o * * 
Trends in British Film Production 


No revival of film making activity has taken place since the 
45 per cent quota was announced in June ; film production has 
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tended, if anything, to decline, and the area of unoccupied studig” 
space has grown. A survey by Kinematograph Weekly record 
that the British studios have wholly completed in 1948 63 inst. 
feature films (compared with 59 in 1947) together with three whid 
were made overseas or wholly on location ; in addition 18 seco 
features and about 30 “featurettes” have been completed. i 
Rank Organisation produced more than half of the first-feary 
output (36 as against 29 last year), American companies produg 
only five films directly in Britain. 
This volume of production cannot fill the 45 per cent q destin’ 
without severe restriction of the filmgoer’s choice, longer r Snualitie 
and large numbers of reissues. The Association of Cine Ted ould 
nicians, indeed, suggests in its journal that these things ag 
already happening: 




























The 45 per cent quota has failed to give the anticipated stimulg 
to film production, largely because ways and means have been foug 
to fulfil a quota twice as high as the previous figure with ap Prowl 
mately the same number of films. “ss 

Even so the quota is not being entirely filled. Of the 4,706 cinemp — 
in Britain, 1,063 belong to the three big circuits and are therefagg 
presumed to have an assured supply of films; and the 2,4g° 
cinemas which applied to the Board of Trade for relief from quog 
obligations form about two-thirds of the remainder. The Boag 
has granted full relief to 305 cinemas, and partial relief to 1,329} ) 
about 800 applications have been rejected, but some of these ap 
cants will appeal. But most of the reduced quotas are sth” 
substantial—most commonly about 30 per cent—and the large 
reliefs apply almost entirely to small cinemas. A_ considerable” 
unsatisfied demand for British films to fill the quota seem” 
inevitable, and lack of finance continues to be the main obstage- 
to an increase of British production. This seems unlikely to bh 
overcome without lower production costs. nt 
Some improvement in film production efficiency has appeared 
during the vear. The average time required in the studio to film 
a first-feature picture has been reduced from 14 weeks last yea 
to 12.4 weeks in 1948. The Rank Organisation in particular has 
abandoned the expensive prestige productions of three or four 
years ago, is casting its major budgets between £100,000 and 
£250,000, and is holding producers closely to their budgets and 
time-schedules. Stull more improvements are necessary befor 
the reluctance of investors to finance film production can be over —~ 
come. ay 
. * * oe 


National Rubber’s Future = 


During 1948, world production of natural rubber tended t 
outstrip world consumption, despite the fact that the total com 
sumption of both natural and synthetic is now running at a 
annual rate of 1,850,000 tons or double that of 1938. This dis- 
crepancy is, of course, due to the high level of synthetic consump. 
tion in the United States. Under American law a minimum of 
200,000 tons of general purpose synthetic, 15,000 tons of butyl 
(for inner tubes) and 6,666 tons of other synthetic rubber must 
be consumed by American rubber manufacturers each year. But 
present consumption of all synthetics in the United States is a 
an annual rate of 450,000 tons. In giving these facts at th 
annual general meeting of Harrisons and Crosfield, Ltd., Mr H. 
Eric Miller, the chairman, asked 


If voluntary usage [of synthetic rubber] in the USA exceeds the 
minimum laid down in the Act, would it not be much fairer that 
mandatory usage be suspended until such time as there were signs of 
this minimum consumption not being maintained ? . 

The suspension of this regulation would certainly give greater 
flexibility to American manufacturers, but it is a more open 
question whether it would afford any immediate relief to the 
natural rubber industry. The present high rate of synthetic caf- 
sumption in America arises partly from its relatively favourable 
price. If the price of natural rubber continues below 1s. a lb—_ 
at the moment it is about 11}d.—the quantity consumed in the - 
United States may once again expand. But manufacturers will 
first have to be convinced that the lower price of natural rubber. 
is likely to continue. well ; 
Mr Miller made some pertinent remarks on the Americaf iradir 
Government’s policy of stockpiling rubber. Although the PUl- Be one 
: . ~ q 
chases are kept secret, they could nevertheless be employed asa transi 
means of maintaining stability in the rubber market. In 1948 > paif 
the American demand for stockpiling coincided with a high com- enneiia 
mercial demand, whereas later in the year when the market deve: 
needed some support, none came from America—it came, in fact, © Pe ap 
from Russian purchases, As nearly half the natural rubber coming — goods 
on the market is produced by smallholders, the maintenance of @ — foreig 
reasonable price is the more important, particularly in the face 
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One advaniage of synthetic over natural rubber is the exiensive 
iresearch which is now being conducted to improve its quality and 
10 discover new types, such as the new Jow temperature syn- 
thetic. If natural rubber is to maintain its position in the world 
arket, producers must concentrate as much on quality as on 
quantity. The difficulty of getting machinery replacements has 
“@aturally caused a deteriorat‘on in the cleanness of plantation 
ubber, but the problem of maintaining high quality output from 
he smallholders is no less important. Some shippers—mainly 
thinese—are, according to Mr. Miller, deliberately packing 
qualities below grade. In a competitive market, this sharp practice 
could have serious repercussions on the future of natural rubber. 


| elling For Dollars 


Nineteen-forty-eight has seen the turning point in Britain’s 
tade crisis. The export drive is showing encouraging results, 


244i nd in November the volume of exports reached 148 per cent of 
quota s 1938 level or virtually the end-of-year target. These achieve- 
Board ments have kindled much satisfaction, and the expectation that 
1,327} invisible earnings are still rising—during the first six months 
ap hey made a vital contribution to the reduction of the total deficit 
c still in the balance of payments to only £140 million—has prompted 
larger the hope that the total account will soon be within sight of 
erable balance. But the dollar deficit remains only slightly less intract- 
stems able than before. Britain will be seeking $940 million of American 
»stacle Aid in 1949-50, compared with $1,263 million for the current year. 
to R Jt was well that Sir Stafford Cripps should have emphasised to 
ay the Institute of Export the continued need to concentrate British 
seared = exporis towards hard currency markets—in particular, the United 
© film Siates, Canada, Argentina, Belgium and Switzerland. 
t yet ‘The latest figuses to show the direction of Britain’s overseas 
ar has trade refer to October. Whereas the total deficit on visible trade 
r four “shows a significant reduction during the ten months, the deficit 
o and - with the Western Hemisphere has fallen less marked]y—the 
ts aml = deficit with the United States and Canada (taken together) actually 
before increased. These figures clearly underline Sir Stafford’s words. 
Over The balance with South Africa continued to be positive. Britain 


‘ee BriTAIN’S BALANCE OF VISIBLE TRADE 
ze ({ Million) 
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| Average Monthly Rate—1948 


fae 1938 | 1947 |Jan.-Oct.! —-—-— 

| } 1948 | Ist Otr. 2nd Otr. | 3rd Otr. Oct. 
USA. ........ oe. |— 89-2 |~233-6 |—100-6 |— 12-2 |- 82]/- 10-0j— 9-6 
Canada & New f'diand. |— 66-7 |—190-3 |--131-4 |- 13-8 — 14-2 |— 11-5 }]— 12-9 
‘epee sree j~ 18-8 |— 95-8 |- 55-0j)—- 76 -—- 50,;— 5-6}— 0-7 
Rest of W. Hemisphere* |— 42-0 |-161-0 ;— 81-6 |— 3-7 |— 9-8 |- 10-9|— 8-17 
South Africa ......... i+ 25-5 |+ 66°7 (+ 72-1 i+ 6-2) 7-7/4 7444 7-2 
Rest of Sterling Area... |— 90-6 |— 60-7 |- 48-0 |— 5-8 |~- 8Oj\)— 1-8|— 16 
Musope? i... ese siewes —101-2 '+ 10-8 )— 2-3)/— 1:2'+ O1 0-2i+ 1:4 
“Other countries ....... — 14-2 |+ 12-7 )}- 33-2;- 1:5 |- 6:7 15/~ 41 
oe PE ea ee |-387-2 —591-2 |—381-0 |— 39-6 — 44-1 |— 34-1 |— 29-0 

| | { 

©* Other than sterling area couniries but including Japan and Philippines. + Including their 


overseas possessions other than these m Western Hemisphere. 
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also achieved a positive balance with European countries, taken 
as a group, but this did not prevent a significant drain of gold 
10 Belgium and Switzerland. The most notable change in October; 
as the accompanying table shows, was the sharp reduction in the 
deficit with Argentina. The figures in the table show imports 
valued c.if. and exports f.o.b. 


ions _ The use of bilateral trade agreements to achieve some sort of 
} ad equilibrium between sterling and other currencies may have 
m ill been inescapable in the critical conditions of 1947. Yet it is 
ubbet encouraging to note Sir Stafford’s words that “it is not our aim 


to encourage bilateralism. Quite the contrary, we know only too 
well that multilateralism is the only satisfactory basis for our 
trading.” He went on to point out that the sterling area contains 


© pul = one quarter of the world’s population and if the area of sterling 
d asa transferability is included, this proportion becomes nearly one 
1 1948 ~ half. The sterling area is undoubtedly the largest multilateral 
ed © trading area, but the stability of sterling in current transactions 

; f >= depends on its ability to procure the goods which other countries 
fae TS want. And this in turn depends on a large export. of British 
jomung i goods, designed for foreign tastes, produced at prices which 


foreign customers can pay, and marketed with new arts of sales- 
manship, 
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Shorter Notes 


National Savings Certificates of the seventh issue, which were 
on sale from 1939 until end-March 1947, and were offered with 
a maximum life of ten years from their dates of issue, may be 
retained, at the option of the hoider, for a total] period of 22 years. 
The original term of the earliest certificates of this series will 
expire in November next, when the certificates will be worth 
20s. 6d. If held beyond ten years the certificates will carn 
33d. for each completed period of six months (equal to an average 
rate of £2 9s. 7d. per cent. per annum compound for the full 
additional period) and thus will have a capital value of 27s. 6d. 
at the end of 22 years. Similar extensions of life have already 
been made for the sixih and fifth issues of certificates. 


* 


Assisted by the drive for higher texiile output and the sub- 
staniial improvement in exports, the profits of cotton mills in 
1948 have risen to the highest level since 1920. According to 
Mr F. W. Tattersall’s annual review of the Cotton Trade in 1948, 
the average profit of 80 spinning companies was £20,143 compared 
with an average of £14,058 for 73 companies in the previous year. 
Shareholders have benefited to only a limited extent from this 
satisfactory achievement since dividend limitation came into 
operation before the year had proceeded very far. As a result, 
the average dividend of 95 spinning mills only showed an increase 
from 14.19 per cent to 15.25 per cent and the average credit 
balances of 107 companies averaged slightly over £40,000 com- 
pared with approximately £36,000 for 106 companies in 1947. 


* 


The first full census of production since 7935 will be taken 
early in 1949 in respect of production in 1948. An Order has 
been made by the Board of Trade setting out the scope of the 
returns required. Firms are given 3 months in which to complete 
the forms, of which 400,000 copies are being sent out to under- 
takings in 160 industries. Undertakings in the fuel and power 
industries are supplying the required inférmation to the Minsitry 
of Fuel and Power under Section 1 of the Statistics of Trade 
Act, 1947. The first census of distribution and allied services 
will be taken in 1950 and the committee appointed by the Board 
of Trade to advise on the scope of this census has now made its 
recommendations. Specimens of the forms, to be sent our for 
completion early in 1950, will be available shortly for inspection. 


* 


The Ministry of Food contract prices for Dominion and 
Colonial sugar in 1949 will be maintained at the same level as 
in 1948. The existing price for West Indian sugar is £27 ss. a 
ton c.i.f. whereas recently Britain bought a substantial quantity 
of Dominican sugar at £22 §s. a ton, but dollars had to be paid 
for this purchase. Empire producers have now a guaranteed 
market for their export surplus up to 1952, and it is hoped that 
by then colonial output will have increased significantly. 


* 


The uncertainties for foreign bondholders while debt negotia- 
tions are in progress have again been demonstrated by the sharp 
fall this week in the price of City of Saarbruecken 4} per cent 
sterling bonds. On Wednesday the market was taken by surprise 
by an agency report from Paris that a “deadlock” had been 
reached in the negotiations “due to some technical questions 
which could not be disclosed.” ‘The reliability of this and other 
reports about the negotiations is not regarded very highly in 
informed circles in the City. 


* 


The Uruguayan Chamber of Deputies has ratified the agree- 
ment to purchase the British-owned railways in Uruguay for 


£7,150,000 to be paid out of the country’s sterling balances in 
London, 


x 


Annual returns made under the Companies Act by companies 
holding an annual general meeting after December 31, 1948, will 
be required to include a list of members. No information as to 
past members or transfers of shares by existing members since 
the date of the last return need be provided. This follows the 
expiry of the Regulation 3 (1) of the Defence (Companies) 
Regulations. 
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COMPANY MEETINGS 


RONEO LIMITED 


SATISFACTORY RESULTS OF YEAR’S TRADING 


EXPORTS MORE THAN THREE TIMES PREWAR 


SIR GREVILLE S. MAGINNESS’S REVIEW 


The forty-first annual general meeting of 
Roneo Limited was held, on the 29th ultimo, 
at the Holborn Restaurant, London, W-C.1, 
Sir -Greville S. Maginness, the chairman, 
presiding. 

Mr A. F. Dawson (the secretary), having 
read the notice convening the meeting; 

The chairman, in the course of his speech, 
said ; — 

THE ACCOUNTS 

The satisfactory results disclosed are due 
to larger turnover, increased efficiency, and 
the absence of any interruption in manufac- 
ture such as was experienced during the fuel 
crisis in 1947. All sections of the business 
showed an increase both in volume and value 
with the exception of steel equipment where 
—due to the continued shortage of steel 
sheets—production and sales differed little 
from last year. I regret to say that present 
indications are such that it will be some 
considerable time yet before we are able to 
obtain adequate supplies to enable full pro- 
duction to be achieved in this section of our 
business. Meanwhile, we have continued to 
take every possible step within our powers 
to minimise the effect of this shortage by 
concentrating attention, as far as possible, 
upon the manufacture of goods with the 
highest conversion factor and by utilising 
substitute materials, such as aluminium alloy, 
in the manufacture of filing cabinets for home 
trade, thus releasing supplies of steel shects 
for our export needs. 


PLANT AND EQUIPMENT 


I would now like to deal with certain other 
items on the consolidated accounts. 


Successful concerns have always placed in 
the forefront of their policy the installanon 
of the most modern plant and equipment 
as a vital factor in the reduction of manu- 
facturing costs. For this purpose, well- 
managed businesses have put aside out of 
their earnings sufficient reserves to provide 
the capital required for replacements. Un- 
fortunately, depreciation on capital assets has 
only been allowed on their original values, 
which are far lower than the present costs 
of replacement. Prudent companies. such as 
our own, have ploughed back into their 
business additional sums, but these are now 
so heavily taxed that it is increasingly difficult 
to provide the capital required for replace- 
ment and modernisation. I sincerely hope 
that, in the interests of industry as a whole, 
steps will be taken at an early date to alleviate 
this position, as it seems to me it is no 
exaggeration to say that our ability to meet 
world-wide competition in the next few years 
and maintain our present standards of lhving 
will depend in no smail measure upon the 
extent to which manufacturing concerns in 
this country can maintain their plant and 
machinery at the highest possible level of 
efficiency. 

RESERVES 


Having regard to these considerations, your 
directors have deemed it expedient to t:ansfer 
to plant replacement reserve the sum of 
£73.532 previously standing to the credit of 
E.P.T. postwar suspense account. 


A further sum of £29,500 has been allocated 
to general reserve out of the profits of the 
year, thus bringing this fund to a figure of 
£190,000. 


LIQUID ASSETS 


Stocks and work-in-progress are approxi- 
mately £119,000 higher than last year and 
debters stand at £436,000, an increase of 
£80,000 compared with last year. Both these 
items reflect the greater trading activity in 
our business. 


Cash and tax reserve certificaies show an 
increase of £64,000 over last year. The liquid 
assets now stand at approximately £1,750,000, 
which is slightly less than £1,100,000 in 
excess of liabilities. 


RISING COSTS 


In spite of many exhortations from the 
highest quarters to reduce costs by improved 
methods and greater productivity, there is still 
an upward movement in labour and material 
costs. So far as your company is concerned, 
every effort has been made to offset this by 
increased efficiency in the manufacture of 
Roneo products through the imstallauon of 
the most modern equipment, improved lay- 
outs, tooling, and by other improved methods 
calculated to cut costs. To this end no less 
than £75,000 has been spent during the year 
and, in addition, there are outstanding com- 
mitments to the value of approximately 
£60,000. At the same time, it should be 
borne in mind that enhanced efficiency must 
necessarily be a gradual although continuous 
process, and, in my view, it is essential that 
a halt be called to this continued rise in 
manufacturing costs if this country is to 
succeed in expanding its export trade still 
further in face of keener foreign competition. 
Signs are not lacking that this position is 
already with us and that it is likely to become 
intensified in the near future. The hich 
quality of British goods generally will be an 
asset of the greatest value in our fight to 
retain and expand wherever possible saies 
abroad, but we can only hope to achieve the 
necessary level of exports if our svstem of 
service to our foreign clients is of a high 
order and our prices generally corspetitive. 


INCREASED EXPORTS 


We have pursued our efforts to raise the 
level of our exports with undiminished vigour, 
and once more IT am pleased to report another 
year of further progress. In prewar days, 
Roneo enjoyed a substantial foreign trade in 
most world markets, and the fact that !ast 
year the value of our exports was more then 
three times as great as prewar is the best 
indication of the further progress which we 
have made in this section of our ‘usiness, 
notwithstanding the continued existence of 
import quotas, currency difficulties and the 
like. What is even more important js that 
our exports include a highly gratifying volume 
of trade with hard currency and other desir- 
able markets. Our achievement last year 
enabled Roneo to exceed by a considerable 
margin the export target set by the Govern- 
ment for your company, and we are entitled 
to feel justifiably proud of the contribution 
we have been able to make to the national 
needs of maximum exports, These encourag- 
ing results have only been accomplished by 
enterprise and initiative, which are more than 
ever necessary in the circumstances which 
exist today, 
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SECURITY 


: 
No responsible person would wish 
deprecate the efforts which have been pursued 
with much zeal and energy to establish, 
far as possible, a state of social security it 
the interests of the people of this country, 
It is, however, open to serious doubt, in my 
opinion, whether we have not concentrated 
too much on this ideal and in the process 
rather dulled those great qualiues of couragg 
enterprise and adventure which gave thig 
country its industrial leadership in the past, 
and which are now more than ever necessary 
to enable it to expand its export trade by 
which alone it can protect the standards of 
living and employment of its people. 


Let us by all means devote all our efforts 
to eradicate what was bad in the past, but 
let us be sure that we do not make the 
fatal mistake of thinking that safety can be 
guaranteed on all the roads along which man- 
kind has to travel. Progress has been 
achieved throughout history by the rest! 
energetic and adventurous people, and 
would like to see greater encouragement giver 
to those who are prepared to take the hardeg 
road to win the bigger prize. 


TRIBUTE TO EMPLOYEES 


The past year has been one of difficulry, 
but one of real progress as well, If we 
have succeeded in overcoming our difficulties 
as successfully as we have done, it is in no 
small measure due to the continued efforts 
on the part of the staff and workpeople 
throughout the past year, and I am sure that 
stockholders will wish to join with the board 
in expressing their thanks to those concerned 
for their loyal services. 

The report and accounts were unanimously 
adopted and the formal business having been 
transacted, the proceedings terminated with 
a vote of thanks to the chairman, directors 
and staff. 


J. BROCKHOUSE AND 
COMPANY 
EXPANSION AND DEVELOPMENT 
The  fifty-first annual meeting of J. 
Brockhouse & Company, Limited, was held at 

West Bromwich on the 29th ultimo. 

Mr J. L. Brockhouse, M.A. (chairman and 
managing director) who presided, in the 
course of his speech, said :— : ‘ 

In order to assist our prcgramme of. exe 
pansion and modernisation, and to finance 
our increasing trade, an offer was made ip 
June to stockholders of one share for cach 
£3 stock held at an issue price of 64s. per 
share. On this year’s profits we have 
provide for taxation, no less a sum than 
£354,363. The net trading profit for the 
group is £822,203, to which has to be added 
the profit on the sale of Sunbeam Trolley 
Bus Company, Limited, making a_ tol 
income of { 864,372. Your directors propose 
a final dividend of 124 per cent., on the 
ordinary stock, making 20 per cent. for the 
year 

The consolidated balance sheet shows 4 
financial strength greater than at any time in 
the company’s history. Total reserves 
surplus now amount to £2,035,601, a figure 
substantially in excess of the issued capital. 
Of our total assets of £5,085,705 not less 
than {3,739,682 is represented by current 
assets and investments; our current liabilie 
ues totalling only £1,093,048. 

One item of particular interest is the 
Brockhouse-Marchant fuel metering device 
for petrol and paraffin engines which we 
claim will enable the average petrol enginé 
not only to give substantially incr 
power, but also a fuel economy of at least 
20 per cent. over existing types of cat 
burettors and we have every hope of it 
becoming an important develepment in the 
future. : 

Generally speaking, your directors are 
quite confident of the future. 

The report was adopted. 
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BARCLAYS BANK (DOMINION, 
COLONIAL AND OVERSEAS) 
ANNUAL GENERAL MEETING 


The twenty-third ordinary general mecting 
f Barclays Bank (Dominion, Colonial and 
Overseas) was held, on the 29th ultimo, at 
29 Gracechurch Street, London, E.C.3. 

Mr Julian Stanley Crossley (the chairman) 
presided. 

With the concurrence of the stockholders 
present, the report and accounts and state- 
ment by the chairman, which had been pre- 
vieusly circulated, were taken as read. 

The chairman referred to the deaths of 
Mr J. R. Leisk, Sir Bernard Henry Bourdillon 
and Dr H. J. van der Bijl, and welcomed to 
the Board Mr Alexander Ludovic Grant. 

The chairman then moved the adoption of 
the report of the directors and the statement 
of accounts, and th: payment of a final divi- 
dend of 4 per cen.. actual on the ‘A’ stock 
and ‘ B’ shares, less income tax at the standard 
raie of 9s. in the £ in each case. = 

The motion was seconded by Mr A. C. 
Barnes, deputy chairman, and carried. 

The Rt. Hon. The Earl of Clarendon, 
K.G., P.C., G.C.M.G., G.C.V.O., Mr Arthur 
Bevington Gillett and Mr Alexander Ludovic 
Grant, retiring directors, were re-elected. 

On the motion of Sir Frank Newson-Smith, 
seconded by Mr Joseph Nissim, the auditors, 
Messrs Deloitte, Plender, Griffiths and Com- 
pany ; Price, Waterhouse and Company ; Peat, 
Marwick, Mitchell and Company, and Cooper 
Brothers and Company, were reappointed. 

The chairman then moved the adoption of 
the special resolution regarding alterations 
10 the bank’s articles of association. 

The motion was seconded by Mr A. C, 
Barnes, deputy chairman, and carried. 

A vote of thanks to the staff proposed by 
the Rt. Hon. The Earl of Clarendon and 
seconded by Mr Wilfrid R. Rhodes, and a 
vote of thanks to the chairman for presiding 
at the mecting, proposed by Mr I me 
Bevan, were unanimously accorded. 


ALLIED BAKERIES, LIMITED 
GRATIFYING RESULTS 


The thirteenth annual general meeting of 
Aled Bakeries, Limited, was held on the 
20th ultimo in London. 

Mr F. G. Russell, who presided in the 
absence abroad of the chairman, Mr W. 
Garfield Weston, said in the course of his 
speech: —It is very pleasing to be able to 
report ence more that your company has kad 

very gratifying trading year and that the 
net profit, after providing for all charges 
ind taxation, amounts to £830,136. This 
figure compares with last year’s of £595,750 
Or an increase in net earnings for the year of 
almost 40 per cent. 

The total sum available for appropriation 
this year, made up as to £830,000 net profit 
for the year together with £162,000 brought 
n from last year’s accounts, is £992,000. After 
paying preference and ordinary dividends at 
the same rate as last year, the balance remain- 
ing of £194,000 has been carried forward to 
next year’s accounts. The total of current 
assets standing at £3,568,000 (including cash 
of £3,003,000) exceeds the total current 
liamhnes of £2,193,000 by £1,375,000. 

While our programme for the Home 
market is by no means exhausted, your 
cirectors have thought it desirable to consider 
the extension of our activities to other parts 
of the Empire. 

Current sales and profits are being well 
maintained as compared with last year, but 
I am very hesitant to attempt any assessment 
of the future trend of events in the present 
uncertain economic state of the country. 
With other varieties of foodstuffs becoming, 
if anything, in shorter supply, the demand 
for basic foods such as bread, cakes and 
biscuits must inevitably increase, and it is 
very disappointing to us that the simple in- 
eredients required to manufacture these pro- 
ducts are so strictly curtailed. 

Ihe report was adopted, 


WRIGHT SADDLE COMPANY, 
LIMITED 


INCREASED TURNOVER 


_ The twelfth annual general meeting of 
Wright Saddle Company, Limited, was held, 
on the 21st ultimo, at Birmingham, Mr 
Arthur Colegate (chairman) presided. 

The Chairman, in dealing with the 
accounts, drew attention to the strength of 
the balance-sheet, which, he pointed out, 
was the best in the history of the company. 
the improved results reflect the greatly in- 
creased turnover which the new factory and 
plant had enabled them to produce. 

The total reserves amounted to over 
£100,000, as compared with their issued capi- 
tal of £65,000. In this connection, however, 
the figure of issued capital was in some ways 
a very misleading figure. It was very un- 
fortunate that, while the new Companies Act 
and the Council of the London Stock Ex- 
change had both worked for producing more 
accurate balance-sheets and profit and loss 
accounts, the Government had prevented the 
process of providing fuller information to the 
shareholders and to the general public being 
carried to its logical conclusion by preventing 
the issue of what were mistakenly called 
bonus shares, except on the payment of a 
heavy tax. The result of this was that profits 
and dividends in percentages gave a wholly 
false pictuie of what the real relation was 
between the ;mount of capital employed and 
the earnings. 


CAPITAL VALUE 

While ihe issued capital was of the nominal 
value of £65,000, the real capital, owing to 
past savings and of the issue made in 1946 
ata premium, was of a very much larger size. 
As the fixed assets are shown at a very con- 
servative figure it seemed that the capital 
value of their business was certainly nearer 
4,300,000 than the figure of £65,000, on 
which dividends had to be declared. It is 
surely time that this anomaly was put right 
so that the balance-sheet in every respect 
could give a fairer and more accurate picture 
of the position. 

So far as the future was concerned, the 
position as regarded orders was wholly satis- 
factory. Unfortunately there was still the 
greatest difficulty in obtaining adequate sup- 
plies of raw materials and of holding the 
properly balanced stocks which were neces- 
sary if a stable and economic rate of pro- 
duction weré to be maintained. The capacity 
of the company had now risen to a figure 
which was far higher than the actual output 
although the orders were amply sufficient to 
employ the vhole of this capacity. 


STAFF RELATIONS 


In conclusion, the chairman said that he 
was happy to be able to state that relations 
between all those employed by the firm 
continued to be very happy. 

For these good relations he felt that the 
shareholders owed a great debt of thanks to 
the managing director, Mr C. A. Holland, 
and to Mr W. G. Sheppard and their assis- 
tants, as well as for the great skill they had 
displayed on the more technical side of their 
task. 

The report and accounts were adopted. 

A vote of thanks to the staff and work- 
people was carried unanimously, also a very 
cordial vote of thanks to the chairman for 
presiding : 

In thanking the shareholders for passing 
the resolution, the chairman referred to the 
resolution which had been carried at the 
previous annual general meeting that a sum 
of one thousand guineas be voted to the 
directors in aohtsowlademnent of their services 
during the past year, and stated that he and 
his colleagues had decided not to accept this 
sum, as it was felt that the more normal 
method of remunerating the directors in 
accordance with their agreements with the 
company was more suitable, although they 
were appreciative of the motives which in- 
spired the resolution. 
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BEIRA RAILWAY COMPANY, 
LIMITED 


SALE OF UNDERTAKING 


Meetings of holders of certificates of title 
issued by the British South Africa Company, 
holders of certificates of title issued by Com- 
panhia de Mocambique, and registered share- 
holders of the Beira Railway, Company, 
Limited, will be held in London on the 6th 
instant. 

The following are extracts from a circular 
issued by The British South Africa Company 
and The Companhia de Mocambique :— 

As recently announced in the Press an 
agreement (subject to the approval of the 
shareholders) has been made with the Portu- 
guese Government for the sale to them of 
the company’s undertaking in Africa (ex- 
cluding only the Savoy Hotel) for the sum of 
£4,000,000, such sale to take effect from 
April, 1949. The directors of the Beira 
Railway Company, Limited, have no hesitation 
= recommending the acceptance of the above 
sale. 

For nearly fifty years this company’s railway, 
consisting of some 200 miles of main line 
adjoining the Port of Beira and the Rhodesian 
railways, has been operated under working 
agreements as an integral part of the whole 
Rhodesian railway system of 2,700 miles ; 
and, indeed, The Rhodesia Railways, Limited 
have supplied on moderate terms of hire all 
engines, rolling stock, heavy workshop ser- 
vices and personnel. Under similar agree- 
ments that company has also operated the 
land side of the Port of Beira. So long as 
The Rhodesia Railways, Limited were pri- 
vately owned, the Portuguese government 
raised no objection to this arrangement, but 
at their request the existing working agree- 
ment, made in 1937, provided that it should 
ipso facto terminate if the Rhodesian railway 
system became absorbed into a State-owned 
system, 

It was in May, 1947, that the share capital 
of The Rhodesia Railways, Limited was 
acquired by the government of Southern 
Rhodesia, which intends to form a statutory 
body to take over the Rhodesian railways. 
The Beira Railway Company had to con- 
template that within a reasonable time it 
would have to incur heavy capital expendi- 
ture, 


THE BEST COURSE 


A further problem arose. The Portuguese 
government decided that, when they expro- 
priate the Port of Beira on January Ist next, 
they will themselves operate the land side of 
the work, hitherto undertaken by the railway 
organisation. After a careful survey of the 
whole position the directors came to the 
conclusion that an outright sale of the under- 
taking would be far the best course for the 
shareholders provided an adequate price 
could be obtained. Negotiations, therefore, 
continued on this basis and eventually a price 
of £4,000,000 was agreed. This represents 
about £20,000 a mile for about 200 miles of 
railway line with no engines or rolling stock. 

It provides (1) £1,700,000 required to pay 
off the present debenture stock ; (2) £2,300,000 
for the shareholders (in itself about 44s. a 
share) for their African undertaking only, 
excluding the Savoy Hotel. As regards the 
assets in London there would be on liquida- 
tion a heavy liability for arrears of pension 
fund contributions, and it would not be 
prudent to assume that a shareholder would 
get on liquidation more than 47s. 6d. a share, 
but at that rate, if he re-invested the proceeds 
on a 5} per cent. basis, he would continue to 
receive his present dividend of 2s. 6d. per 
share. 

If the sale is approved, it is proposed to 
give three months’ notice to debenture stock- 
holders of the company’s intention to repay 
on July Ist next the whole of the outstanding 
amount of the 5 per cent. debenture stock at 
par plus accrued interest. 
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COMBINED EGYPTIAN MILLS, 
LIMITED 


A YEAR OF INCREASED ACTIVITY 


CONDITION IN THE COTTON 
MARKET 


MR A. BRYCE MUIR ON EFFECT 
OF IMPORT RESTRICTIONS 


The nineteenth ordinary general meeting 
of Combined Egyptian Mills Limited was 
held on the 29ch ultimo at Deansgate, Man- 
chester. 

Mr A. Bryce Muir, J.P., the chairman, in 
the course of his speech, said:-—There has 
been increased activity in the mills in the past 
year, the percentage worked being 74.60 
against 61.49. Overtime was in operation at 
several of the mills for a period of the year. 
Our total number of employees has increased 
to 7,375, which includes a number of Euro- 
pean volunteer workers, who are working 
very satisfactorily. Im addition we have a 
considerable number of part-time workers in 
evening shifts in the cardrooms. 

In continuation of cur previous policy we 
have installed mere new ring spindles, mainly 
to replace mules, and a number of high 
draft speed frames and combers In addition 
more mills have had air conditioning plants 
installed, also canteens ‘and improved lighi- 
ing. In addition to the capital expenditure 
referred to we have expended £225,650 on 
repairs and renewals of buildings and plant, 
which has been charged to revenue. Our 
mills are in good order, and we have added 
greatly to the amenities—a policy which we 
are still continuing. 


COST OF REPLACEMENT 


The cost of machinery replacements is 
three to four times prewar cost. It is im- 
perative that depreciation allowances should 
be increased in relation to these increased 
costs if industry is to re-equip and 
modernize. The urgent need and importance 
of this matter calls for collective considera- 
tion and action by the cotton spinning in- 
dustry. I am glad to see that the Federa- 
tion of British Industries is actively 
investigating the subject for industry 
generally. 

We have engaged a firm of consultants on 
redeployment in a group of our mills, with 
the approval of management, workers and 
trade unions. As a result of a lengthy trial 
we are satisfied that definite progress has 
resulted towards achieving a higher level of 
efficiency and output together with main- 
tenance of quality. 

Since 1939, wages have more than doubled, 
hours worked have dropped to 45 per week 
against 48, two weeks’ holiday with pay are 
now given. Coasts of coal, power, oil, and 
about 100 articles necessary in the mills have 
increased roughly, threefold. It is therefore 
essential that every means should be taken 
to keep costs of production as low as 
possible if we are to maintain our power to 
compete for export. The chief means would 
be increased running of machinery by recruit- 
ment of more workers, and every effort is 
being made. The closing of mills during 
the war under concentration and the starting 
of other industries in cotton towns since, 
have made this difficulty more acute. But 
when buyers’ markets return there are two 
other essential factors which govern our trade 
besides increased production ; first, that costs 
of production should be competitive, and 
second, that outlets for production must be 
found. The vital functions of cotton mer- 
chants in securing the raw material and 
the right qualities at the lowest price, and 
of Manchester exporters, who sell to every 
town and village in the world, are often 
forgotten by the planners. 


PRICE FLUCTUATIONS 


_ This has been a season of wild fluctua- 
tions in the prices of fine cottons, values 


having doubled and nearly trebled. At the 
beginning of the season Egyptian Karnak 
was quoted at 19.90d. per Ib., it rose to 
57.25d. in May, fell to 41.00d. in October 
and at the time of writing is 44.00d. 

One of the main reasons given by Mr 
Dalton in Parliament for the refusal to re- 
open the Liverpool Spot and Futures Markets, 
and to substitute for them the Raw Cotton 
Commission, was that in five out of the 10 
pre-war years, prices had fluctuated between 
highest and lowest 45 per cent. and even 6) 
per cent., whereas under the Commission, 
prices would be stabilized. In less than five 
months, prices were raised by the Cotton 
Commission 200 per cent. to 225 per cent. ; 
on one occasion Is. per Ib. overnight=more 
than the total pre-war value. Stabilization 
was abandoned. : 

Although spinners are protected against 
fluctuations in price by the Cotton Com- 
mission, which carries these risks, manu- 
facturers, merchant converters and exporters 
have no means of protecting themselves 
against such risks. As it takes six to nine 
months to convert yarn into finished cloth 
ready for export, it is not strange that it has 
been difficult recently to sell fine yarns at 
all freely in face of these wide movements in 
price. 

NEED OF A FREE MARKET 

It is absolutely essential that spinners 
should be able to buy their exact require- 
ments in a free market at world prices, as 
their competitors in other countries can do. 
When Liverpool functioned, ail growths and 
qualities were quoted daily at their relative 
spinning values, which were accepted by 
all countries, for Liverpool was the re- 
cognized world market. At present there 
is no such relation, all markets are adrift. 
Values are fixed arbitrarily. There is no 
continuity of supply of respective qualities. 
There is no certainty of supply. Conse- 
quently, as spinners of fine yarns requiring 
very precise qualities of cotton to maintain 
our high standard, we are compelled to buy 
as atid when such qualities are available, 
and carry unnecessarily large stocks, tving 
up large sums of money—at one time in our 
case £1,250,000 sterling. The Cotton Com- 
mission has refused to sell for deferred 
delivery. When Liverpool functioned, mer- 
chants provided spinners with their precise 
qualities for delivery as and when required 
up to a year ahead. 

If Lancashire is to retain her export trade 
and survive, we must return to a free cotton 
market where all sections of the trade can 
protect themselves against fluctuation in 
prices and where spinners can buy on at 
least as good terms as their foreign com- 
petitors. 

The Government in appointing the Raw 
Catton (Buying) Commission ignored the 
advice and requests of the vast majority of 
the Lancashire cotton trade and of every 
foreign cotton exchange. On behalf of the 
board I would beg them to reconsider this 
problem or appoint a commission of inguiry 
to advise them rather than compel the Raw 
Cotton Commission to attempt to carry out 
an impossible task and risk disaster to the 
cotton trade and its invaluable exports when 
buyers’ markets return. 


RAW COTTON VALUES 


The marketing of fine counts has not been 
easy during the past six months, due to the 
violent fluctuations in raw cotton values. In 
addition, import restrictions now in force in 
many markets are militating against export 
business. Although confidence has been 
undermined by these price movements and 
the disturbed times, consumption of yarn 
for home demand and exvort has been 
maintained. With the world shortage of 
textiles we should be able to look forward 
to continued demand for some years if 
difficulties of exchange can be overcome. 

Marketing is better organized under the 
auspices of the Yarn Spinners’ Association, 
with 109 per cent. membership, than it has 
ever been before, and problems which arise 
can be dealt with more effectively than in 
the past. 
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Under the general control and leadership 
of the executive directors, we have always 
encouraged initiative, and have given full 
discretion to the managers and salesmen of 
each mill, or group of mills. The happieg 
relations and a full team spirit exist through. 
out the organisation, Ther loyalty and 
keenness and that of our workers have greatly 
helped in the results before you. 

It is essential to extend our export markets 
to the utmost, and our sales director and hig 
staff as is their usual custom, have visited 
many oversea markets. Before the war we 
sold large quantities of yarn to Germany, 
and the central European markets, and we 
are continuing to develop fresh outlets. 

We have a good order book, stocks of 
yarn held by doublers and manufacturers 
have been reduced, and we are hoping for 4 
satisfactory year. Much must depend on 4 
supply of the qualities of cotton we require 
at competitive prices. 

The report was adopted. 


THE ROVER COMPANY, 
LIMITED 


UNSATISFIED DEMAND 


The fifty-third annual general meeting of 
The Rover Company, Limited, was held, on 
the 2st ultimo, at Birmingham, Mr & 
Ransom Harrison, F.S.A.A. (the chairman) 
presiding. 

The following is an extract from his circus 
lated statement :— 

One of our main difficulties during the 
year has been that arising out of the material 
supply position and particularly steel. In 
spite of the fact that we did very little 
export before the war, we are now maintain 
ing and even slightly exceeding the export 
target which has been set us by the Ministry 
and we are exporting a very satisfactory por- 
tron of this quota to hard currency countries. 

During the early part of the year we intro- 
duced our new “60” and “75” models, 
These cars represented a big advance in 
engineering, particularly with regard to the 
engine, which is a new high compression 
design and represents a development which 
is now being adopted in the United Srates. 
We also introduced during the year the 
Land-Rover. In the Land-Rover we have 
a vehicle the engineering quality of which is 
jusf@as exacting as it is for our cars, in which 
we maintain very high standards. The Land- 
Rover also uses to a very great extent the 
car components. It has met with a very 
satisfactory response and indeed the orders 
and inquiries received, particularly from ovet- 
seas, indicate that this vehicle will be some- 
thing very much more than an additional 
source of production. It may yet equal— 
and even exceed—our car output in quantity, 


We are conducting investigations at the 
present time into the capacity of our present 
production facilities and shall be considering 
in the near future the advisability of extend- 
ing them considerably to meet this demand— 
such an expansion may mean the provision 
of additional capital. We are still limited 
with regard to our steel supplies, but we 
feel that although we are unable to obtain 
any definite indication from the Ministry 
as to the future prospects, yet it seems reason- 
able to assume that before very Jong ade- 
quate steel supplies will be available. 


It is regretted that we are unable to meet 
the demands for cars from our numerous 
customers in the home market, but we look 
forward to the day when we shall be able 
to do so, 


The profit on trading is £565,110 and the 
net profit is £132,199, which is slightly im 
excess of the figure last year. The proposed 
dividend is 15 per cent., with a bonus of 
5 per cent. 


The report was adopted. 
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THE BANK OF MONTREAL 
VITAL ROLE OF THRIFT 


The one hundred and thirty-first annua, 
general meeting of the Bank of Montreaj 
was held on the 6th December in Montreal. 


Mr B. C. Gardner, M.C. (the president), 
jn the course of his speech, said: After 
making full provision for bad and doubtful 
debts, taxes and depreciation, our net profits 
are $5,459,669, 

Looking back over the year, the dominant 
impression is one of almost feverish activity. 
The naticn’s productive mechanism has been 
taxed to capacity, but its temperature, in 
terms of the price level, has been rising and 
a good deal more rapidly than its actual 
output. 


In real terms of goods and services our 
national output has probably increased since 
1939 by something like 80 per cent. But the 
supply of money in Canada just about tripled, 
while per capita personal incomes, even after 
direct taxes, are on the average well over 
twice the prewar figure. Capital is the pro- 
duct of thrift. But there is a good deal of 
evidence to suggest that the present sub- 
stantial diversion of resources into capital 
expansion has not been matched by an off- 
setting increase in saving in its various forms. 
At a time when a high rate of saving is 
necessary in the national interest one might 
justifiably expect governing bodies to give 
a lead in the elimination from the public 
budgets of all but absolutely necessary 
outlays. 

To speak of the need for risk capital leads 
10 an immediate and obvious corollary. 
Keonomic progress is essentially the product 
oi risk. Sound and vigorous economic 
growth cannot flourish in an atmosphere in 
which the very qualities necessary to bring 
it about are regarded as undesirable. And no 
realistic appraisal of present-day conditions 
can ignore the fact that our system of indi- 
vidual enterprise is wnder attack. I hold no 
brief for any concern that in this day and age 
operates without regard to the public interest. 
Good business practice is the basic essential 
of good public relations. But at a time when 
opponents of private enterprise are vigorously 
spreading the idea that a well-run, successful 
concern must ipso facto be a social menace, 
business must tell its story more completely 
ami in terms more readilyainderstood by the 
man ia the street, than it has done in the past. 

It is quite possible that for some years to 
come Canada will continue to be preoccupied 
with problems of unbalanced trade with both 
the United States and the sterling area. 

Mr Gordon R. Ball, general manager, 
said: Total assets at the year-end aggregated 
$1,991 million—an increase during the year 
of $93 million. Total deposits at $1,877 
million were $94 million higher. Current 
loans and discounts in Canada at $403 million 
compare with $382 million at the end of the 
previous year. The upward trend of advances 
from about $200 million in October,* 1945, 
reached a postwar peak of about $420 million 
in’ November, 1947. Advances receded in 
succeeding months. We regard the levelling 
off of commercial loans as a constructive 
development. 

_ The volume of banking transactions con- 
tinued to increase throughout the year. We 
now have close to 1,700,000 deposit accounts 
on our books in Canada and Newfoundland. 
Our foreign business shows further expansion. 
i am more than ever convinced that Canadian 
resources and enterprise ensure a future of 


development and progress in a greater Canada 
then we have ever known. 


The report was adopted. - 


HECTOR WHALING LIMITED 
ISSUE OF PREFERRED SHARES 


The rwentieth ordinary general meeting of 
Hector Whaling Limited was held, in 
London, on the 29th ultimo, Mr R. de B. 
Trouten (chairman) presiding. 


The following is an extract from his circu- 
lated statement : — , 


In the last two years the consolidated 
capital and surplus of the group has risen 
from £607,000 to £1,755,000. This includes 
the £500,000 United Whalers Limited 
preference capital, issued in November, 1946, 
and some £290,000 of previously hidden re- 
serves brought into account since July, 1946. 
The balance of over £350,000 represents 
net profits ploughed back into the business 
during the last two years, in addition to 
the £355,000 provided for depreciation. Our 
increased resources have been invested to a 
considerable ‘extent in the development of 
by-products. 


‘“ BALAENA’'S” PROGRESS 


Last year “ Balaena”™” produced nearly 
3,500 tons of meat meal, nearly 2,000,000 
million International units of Vitamin “ A,” 
and over 4,000 tons of quick-frozen whale 
meat. 


We have striven to effect forward sales 
of whale oil each year and have already 
reported to you the sale of our coming 
season’s production of whale oil, again at 
£90 per ton. We have now placed our meat 
meal and Vitamin “A” production on a 
sufficiently established basis to have sold 
forward our entire production of both for 
the coming season at satisfactory prices. 


Last season “ Balaena” made her produc- 
tion of 170,600 barrels (28,500 tons) of whale 
oil and sperm oil, in spite of 50 days of fog 
and some bad luck to our whale catchers— 
two propellers damaged and two propellers 
completely lost. This season “ Balaena” and 
most of the whale catchers and towing vessels 
reached the whaling grounds between 
November 7th and ISth, where they are 
fishing for sperm whales until the main season 
begins on December 15th. 


We feel that we have now increased the 
expedition in its number of vessels (22 in 
all) to the limit of efficient management and 
that the masters and their vessels have been 
provided with everything which could con- 
tribute to a successful season, but we must 
always be dependent upon that most im- 
portant and unpredictable factor—the 
Antarctic weather, 


THE NEW TANKERS 


Early this year we informed you that we 
had placed building contracts for two new 
diesel tankers. When these vessels are de- 
livered—the one next autumn and the other 
nearly a year later—we shall be able as a 
group to effect very considerable savings 
compared with chartering tankers. These 
savings, at this season’s rates, will amount 
to over £300,000 per annum, __ before 
depreciation. 

In view of the capital commitments into 
which the group has entered, we have made 
application to the capital issues committee 
through our bankers, Hambros Bank Limited, 
for permission to issue preferred shares. in 


37 
Hector Whaling Limited, so as to raise rather 
more than £1,000,000, 

To see in its proper petspective our by- 
product policy, which has involved us in 
much capital outlay, it is well to emphasise 
that it is quite possible to have a good by- 
product year in a poor whale oil year, 
owing to the fact that full daily capacity 
of the by-product plants is reached with far 
fewer whales per day than are required to 
run the oil-producing plant to capacity or 
even to secure satisfactory daily output. 

The report and accounts were adopted and 
the final dividend of 80 per cent., less tax, 
making 100 per cent., less tax, for the year, 
was approved, and at a subsequent extra- 
ordinary general meeting of the company 


resolutions were passed creating the preferred 
shares referred to above. 





LIVERPOOL WAREHOUSING 


The fifty-third annual meeting was held in 
Liverpool on the 23rd ultimo. Mr A 
Milligan, the chairman, presided, and _ his 
speech included the following points: — 

Profit at £319,687, is £56,719 below last 
vear, due to increased expenses particularly 
re-assessment of local rates; high cost of 
maintenance and building work and increased 
wages as a result of arbitration awards. In 
common with other warehouse owners we 
were obliged to increase our storage and 
handling charges. : 

As additional space is made available by 
reconstruction of our damaged premises, 
indications are it will be fully utilised. 

Changing circumstances called for re- 
assurance of the adequacy of the leases 
renewal fund and the fire insurance fund. 
Expert actuarial investigation showed the 
former already exceeding requirements, and 
£47,753 was transferred to general reserve. 
The fire insurance fund was mounting 
beyond its contingencies, and it was decided 
to maintain this reserve at £175,000. 


IMPROVED OUTLOOK FOR REBUILDING 


Reconstruction of damaged warehouses 
was seriously retarded by Government’s 
restriction of capital expenditure. We hope 
shortly to be favoured with licences for a 
further quota. Meantime six reconstructed 
warchouses will be earning early in 1949, 

Various provisions and reserves have been 
released and transferred as credits to profit 
and less accounts, whilst the latrer furnished 
£45,336 to general reserve, making this 
£850,000. 

Fixed assets show reduction by writing off, 
at original cost, of property totally destroyed, 
the surplus arising from amounts received in 
respect of such properties (£325,407) was 
placed to property reserve. 

We !90k to the War Damage Commission 
to remburse us for the warehouses recon- 
structed on a “ Cost of works” basis, but in 
view of the fact that the extent of their 
contribution in all such cases has not yet 
been finally settled, we have thought it well 
to rename our contingencies account—now 
called rebuilding and contingencies reserve 
account—and to transfer to it from the profit 
and loss account the sum of £38,000. We 
have net added anything further to our 
deferred repairs reserve, which we expect 
to be Equidated entirely during next year. 


SANDON MOTORS SUBSIDIARY, 
CONTRIBUTES USEFUL RETURN 


Our subsidiary, the Sandon Motor and 
Engineering Company, Limited, this vear 
contributes the useful sum of £26,750 trading 
profit to September 30th. 

The report and accounts were adopted, 
and Mr W. Milligan, the retiring director, 
was unanimously re-elected. . 
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TOWN TAILORS, LIMITED 
DIVIDEND AGAIN 60 PER CENT. 


The eighteenth annual general meeting of 
Town Tailors, Limited, was held on the 
20th ultimo at Leeds, Mr E. Warwick 
Broadbent, F.C.A. (deputy chairman, pre- 
siding, in the absence abroad of the chairman. 

The following is an extract from the state- 
ment by the chairman, Mr H. M. Frazer, 
citculated with the report and accounts for 
the year to July 31, 1948: 

Our total profits from all sources, in- 
cluding our subsidiary and associated com- 
panies, amount to £192,957, compared with 
£185,340 for the previous year, and the 
balance of current assets over liabilities is 
£226,313. The report of the directors gives 
the trading results of the parent company for 
the year ending July 31, 1948 ; the net profit 
being £125,633, compared with £164,086 for 
the previous year. 

Owing to the decision of the Government 
to increase the export of cloth we found it 
difficult to obtain the ranges of cloth suitable 
for the majority of our customers, and in fact 
we have been compelled to purchase cloth 
abroad, but at increased prices compared with 
those of similar cloths manufactured in this 
country. Those of you who remember the 
nature of our trade prewar, when we sold 
a solid worsted suit for 40s., will realise how 
we feel when, owing to the general economic 
situation both here and abroad, we must buy 
foreign cloth in order to try to meet the 
requirements of our customers and pre- 
sumably to help the economy of those 
countries. 

In addition to this, during the early part 
of this year a general increase in wages took 
place, and shortly afterwards the subsidy on 
utility cloths was cancelled, and although we 
notified all our customers that prices might 
be increased by the amount of any additienal 
cost of production which we might be called 
upon to pay after the date of the order, we 
decided, under the circumstances and after 
giving the matter very careful consideration, 
to complete all orders in hand, and there 
were many thousands, at the original prices 
ruling when we took the orders. I am sure 
you will appreciate that goodwill, which 
stands at nothing in the balance-sheet of the 
parent company, is a very important factor 
in the success of our company. 


A SATISFACTORY RESULT 


The year has been a very difficult one, but 
I think you will agree that taking everything 
into account the result is satisfactory. 

We have decided to pay the same dividend, 
60 per cent., less tax, upon our Ordinary 
stock of £100,000. 

The subsidiary companies are all working 
at a profit and meeting our needs in many 
ways. We have increased considerably our 
export trade in order to help the economy 
of our country, and we are hopeful to make 
still further progress during the present 
financial year. 

I should like to conclude by saying that 
the trade so far this year is greatly in excess 
of last year at this stage ; we have been able 
to overcome the shortage of materials due 
last year to Government restrictions, and 
subject to any unforeseen circumstances 
which may arise, I look forward to greater 
progress in every department of our 
company. 

Addressing the meeting, the deputy- 
chairman said: The Board of Trade has 
decided that a development council shall be 
appointed for the clothing industry, for 
which it is proposed to make a levy of 5s. 
per worker to bring in a yearly contribution 
of £100,000. This decision is opposed by 
practically the whole of the industry and, 
indeed, one can but feel that much the best 
way would be to free the industry from all 
controls and let it get back to the competitive 
spirit, which would be bound to result in 
reduced prices. 


The report was adopted. 


HIDE AND COMPANY, 
LIMITED 


RECORD TRADING 


The twenty-third annual general meeting 
of Hide and Company, Limited, was held 
on the 21st ultimo in London, Mr Leonard 
P. Jackson, chairman of the company, pre- 
siding. 

The following is an extract from the state- 
ment of the chairman which was circulated 
with the report and accounts: 

In presenting the accounts of your company 
for the trading period ended February 10, 
1948, I am again able to report further con- 
siderable expansion, both in the assets of the 
company and in the trading of the parent 
company and its subsidiaries. The trading 
profit earned and received is £55,890, com- 
pared with £35,866 in the previous year and 
that the net profit of the group is £20,063 
compared with £11,191. Your directors 
recommend a dividend of 60 per cent., less 
tax, on the ordinary share capital. 

I would again draw attention to the exist- 
ing heavy taxation burden upon your com- 
pany. It will be seen that although the 
srofits for the year amount to £55,890 com- 
pared with £35,866 in the previous year, an 
increase of approximately £20,000, in spite 
of this very gratifying result, less than £9,000 
of this increase in net profit is left with the 
company. Taxation takes a sum equal to 
over 62 per cent. on the issued ordinary share 
capital, and ir is becoming clear that busi- 
nesses controlled by private enterprise are in 
little different position from those which have 
been nationalised. 

Your company’s reserves now substantially 
exceed the entire issued share capital and 

uring the year have increased by a sum 
of over £70,000. Again I am able to report 
record trading for the current period both in 
the case of our Kingston store and that of 
our subsidiary provincial businesses. 

The report was adopted. 





MARCO REFRIGERATORS, 
LIMITED 


CONTINUED PROGRESS 


The ninetee 1th annual general meeting of 
Marco Refrigerators, Limited, was held on 
the 17th ultimo, in London, Mr A. E. Leach, 
M.Inst.R (managing director) presided in the 
absence through temporary indisposition of 
the chairman, Mr R. A. Fulford. 

The following is an extract from the chair- 
man’s circulated statement: 

The report and accounts for the year 
ended September 30 last disclose a consider- 
able stride in the continued advance of your 
company. 

I am confident you will consider the 
accounts very satisfactory, showing as they 
do a net profit of £80,572 before charging 
taxation, which is an increase on the previous 
year of 20 per cent. 

The available surplus after provision for 
taxation is £69,513, and whilst normally this 
might be considered grounds for a higher 
rate of dividend, your directors feel sure 
they have your support in complying with 
the policy laid down by his Majesty’s 
Government and, therefore, recommend a 
final dividend of 17} per cent., making a 
total of 30 per cent., both less tax, for the 
year. 

During the year your company’s technical 
staff have been engaged in perfecting new 
and improved designs of various of the com- 
pany’s products. The reception accorded to 
the new models Jeaves your directors with 
the utmost confidence in the continued suc- 
cess of your company. 

The report was adopted, and art a sub- 
sequent extraordinary general meeting resolu- 
tions were passed increasing the capital of 
the company to £300,000 by the creation of 
100,000 5} p.c. Cumulative Redeemable 
Preference shares of £1 each. 
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SINGER MOTORS, LIMITED 


NEW CAR—S.M. 1500 7 

The annual general meeting of Singer 

Motors, Limited, was held in London, on the. 

17th ultimo, Mr A. E. Hunt, chairman and 
managing director, presiding. 

The following is an extract from his address, 


circulated with the report and accounts: |..- 


The results for the year to July 31, 1948) 
compared with those for the previous yeary 
show an appreciable improvement. If the 
excess profits tax recoverable, profit on sales 
of investments, and income-tax and profits tax: 
charged are eliminated from the. 1947 
accounts, there was an unfavourable balance 
on actual trading of £102,513, whereas, in the 
figures now submitted the results on a Com. 
parable basis show a favourable one of 
£90,480. 

In the directors’ report for last year it 
was stated that car manufacture in the months, 
of May, June and July, 1947, was running at 
a small profit. At the annual meeting, im 
response to a question I used these words; 
“ Everybody knows that we are going to face. 
difficulties so please do not take what I am 
going to say with misguided optimism. The 
report states that we were running at a small. 
profit in May, June and July, which was very 
encouraging, and I can tell you that August, 
September, October and November have been 
even more encouraging.” 


NEW ACTUARIES 


In fact, our output was steadily increasing 
up to the end of last year and we were catch- 
ing up on the arrears of our programme. 
Early in January, however, we received Gov- 
ernment instructions indicating the number 
of cars we could manufacture in the first 
quarter of 1948, which was far below our then 
level of production, which had takea many 
months of hard work to achieve. As we had 
been building up our labour force with the 
increasing production, we had immediately 
to readjust and reduce the number in our 
works, It was obvious that we should have 
spare capacity so we had at once to turn our 
minds to getting other work. 


It will be appreciated th:t the tools re- 
quired in connection with new work take 
considerable time to design and manufacture, 
so that it was not possible te gez into piecuc- 
tion immediately with work diffezent from 
motor cars for which we were already 
equipped. 


CURRENT YEAR’S PRODUCTION 


Regarding our current year’s car produc- 
tion, while the 9 h.p. Roadster Super, 10 h.p. 
and 12 h.p. saloons are continuing for the 
present, I would especially refer to the new 
car, It has been shown at ine recent Motor 
Show, and we have received many congratu- 
lations upon it. We have decided to call it 
the S.M, 1500. The fullest tests have been 
continuing over the year and a prototype was 
taken by a representative of the “ Motor” as 
an observation car on the Alpine Trials in 
July last with extremely good results. 


It will be, in the first instance, exclusively 
for the export markets, ond we expect @ 
number of advance modeis will b: reaay to 
send as demonstrators for our overseas dis- 
teibutors before the end of 1548. 


‘ihe board feels every confidence in the 
quality of the company’s present and new 
products, and in the eventual results which 
can be achieved provided Government regu- 
lation of the country’s economy does not 
introduce further difficulties, = 


The report was adopted. 
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yields on other dated stocks assume that stocks 
paying over 3 per cent will be redeemed 
= = = gow (these are marked ‘e’), and those paying 3 sar cant or Jess will be repaid 
ne est date (marked ‘P). (nm) Net yields are calculated afier allowing for tax at 
© 4. (f) Flat yield. * Assumed average life 15 years € months. 


fa) Interim, (d) Final. 
redemption. date. 
+ Free oj tax. 


(c) Whole year, (d) Int. paid bal saanes {e) To earliest 
(i) To latest redemption date. (mm) 15 months. Yield basis 25%. 
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THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(Incorporated in the Colony of H ongong) 






CAPITAL ISSUED AND FULLY PAID UP - - $20,000,000 

RESERVE FUNDS STERLING cae £6, 

RESERVE LIABILITY OF MEMBERS mae ie $20, 
Head Office: HONGKONG 


Ohiel Manager. Tue Monouraste A. Morse, C.BLEL 


BRANCHES 
Se RMA CHINA (Cans INDO-OHINA MALAYA (Con. NORTH 
Kangeoo Shanghe Haiphoas Sohore Bahru BORNEO (Cony 
CRY EAN Swetow Saigon Kuala Saodakan 
(Xela be. Tientain JAPAN Tumpur Taweu 
CHINA Tangtas Kobe Malacca PHILIPPINES 
Amoy KL ROPE Kure Muar blots 
Canton Harbury Tokyo Penang Menii 
*Uhelos Lyons *Yokoham. Singapore “IAM 
Obenkin » HONGKONG AVA Sungei Patan Sabdeol 
* Pesiron Hongkeons Teluk Anson ‘ 
Foochow Kowloon Batavia NOR’ ts MED 
Benkow Mongkok Sourabaya NORTH KINGDOM 
“Harbin (Kowloon MALAYA BORNEO London 
Moulder NDTA Oarmeron Brunei Tew: USA. 
Nankinz Borba s Tighten! Jeaselt on New York 
Veipiow Catlett Ipoh Kuala Belait San Francisco 


* Branches not vel re-opeoct 
London Office: 9, GRACECHURCH STREET, E.C.3 
BANKING BUSINESS OF EVERY KIND TRANSACTED 


A ooumprehensive service as Trustees aad Executor: i« also undertaken by ‘be Bank's Troster 
Comapanics to 
HONGKONG LONCON SINGAPORE 











Relief from 


an onerous duty 









A friend who agrees to act as executor or trustee may find 
the duties more onerous than expected. The appointment 
of Lloyds Bank secures the services of experts without 
y 
losing the human understanding expected. from friends. 
S 5 
Before making a will or creating a trust, ask the Manager 


of any Branch of Lloyds Bank for details of these services. 


LLOYDS BANK ussite | 


HEAD OFFICE : 71, Lombard Street, London, E.C.3. 1077 





——— 
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REFUGE ASSURANCE COMPANY, LTD. 
Chie! Office: OXFORD STREET, MANCHESTER, 1 
ANNUAL INCOME EXCEEDS  £17,509,099 
ASSETS EXCEED £102,600,003 


CLAIMS PAID EXCEED €189 000,000 
1947 Accounts; 








UNIVERSITY OF OXFORD 
UNIVERSITY LECTURER IN ECONOMIC STATISTICS 

The University proposes to appoint a University, Lecturer in Eeonomic 
Statistics at a stipend of £500 to £700 per annum, or £550 to £900 per 
annum if the Lecturer is designated a Senior Lecturer, to take up 
office on October 1, 1949. Applications (eight copies) together with the 
names of three referees in Great Britain shoulé be sent to the Secretary 
of Faculties, University Registry, Oxford, from whom further informa- 
tion can be obtained, by February 14, 1949. 


WILTSHIRE COUNTY COUNCIL 
in collaboration with the 
UNIVERSITY OF BRISTOL 
URCHFONT MANOR COLLEGE 
APPOINTMENT OF ASSISTANT TO THE WARDEN 


It is weeponed to appoint an officer who will act as Assistant to the 
Warden of Urchfont Manor, Residential Adult College, and as an 
additional Residential Tutor in Wiltshire under the Department of Adult 
Education of the University of Bristol. The officer appointed will be 
expected to devote half his time to the duties of Resident Tutor. 

Candidates should possess a University Degree. 

Salary will be £500 per annum rising by annual increments of £25 to 
£600 per annum, ‘ 

pplication forms and further culars may be obtained from: 

Clerk.of the Council, County Hall, Trowbridge, and should be returned, 


a3 800m as possible, and not later than three weeks after this* 


announcement. 


FOUR-FIGURE salary, work of great interest, and excellent pros- 
44% pects are offered to a qualified Accountant a 20.40. Industrial 
experience and sound practical knowledge of costing essential; experi- 
ence in standard costing and related production methods an advantage; 
“used to interpretation of accounts, Investtgations, “etc. Must be keen, 
energetic, thorough.—Full particulars to Box . 


neenee gf Shippin ang erect pn ee 


at 22 Ryder Street, St. James's, London, S.W.1. U.S, 


Printed in Great Britain by Sr. Ciements Press, L1p., Portugal St., Kingsway, L 
° uative; R. S. Farley, 111, Broadway, 


i 2, LOMBARD STREET, LONDON, E.C.3, | 






THE ECONOMIST, Jaauary 1, 





Head Office: 


EDINBURGH 
ESTO, 


LONDON OFFIGES: 37, Nicholas Lano, E.C.4; and 
18/20, Regent Street, Piccadilly, Circus, S.W.1, 


Lvery deseription of Banking Service undertaken 


EXPORTS 


| Special Departments of the Bank are 
| ready to supply first hand information 
on Canada — industrial plant locations, 





+ 
; 
j 
{ 


trade opportunities, market data and 


records on current: conditions. 


rane tore. 2th 


THE CANADIAN BANK | 
_ OF COMMERCE | 


Uncorporated in Canada ‘n 1867 with Limited Liability) 


| ENQUIRIES WELCOMED. a 
1 

| 

| 


= sR EA 


Head Office : Toronto, Canada. 


DOMINION OF CANAD 
FOUR PER CENT REGISTERED STOCK 1953-58, 

For the purpose of preparing the Interest Warrants due March 1, 1 
the BALANCES will be STRUCK at the close of business on Februaryt 
1949, after which date the Stock will be transferred ex-dividend. 
the Bank of Montreal, Financial Agents of the Government of t 
Dominion of Canada in London.—A. D. HARPER, Manager, 47, Threat 
needle Street, E.C.2. January 1, 1949. 








YHARTERED ACCOUNTANT (36, single), with 17 years’ unusually 

/ wide experience including 33 yrs. as Commercial Attaché to Gover 
ment of India and 24 yrs. as, Financial Investigator in Germany, no 
desires permanent progressive position in London in which his initiati* 
and flair for investigating work would find seope. Would also considet 
Assistant to important Managing Director. Sound character, adaptabl 
keen, and of good bearing. Excellent references. Salary app, £1,50= 
Reply Box 920. ia 


PPLICATIONS are invited for the post of General Works Managé 
4A of a large, well-known and progress manufacturing concera? 
the Home Counties, The successful candidate will be appointed to th 
Executive Board of Directors after a probationary period. Applican® 
should have Hons. Degree in Engineering, Maths, or Chemistry, We 
technical and executive experience in process type of industry (preie™ 
ably foodstuffs). The position will involve the co-ordination at nig em 
level of the work of an executive team of high calibre and proven able 
in similar capacity is necessary. The position will carry a big salavy 
as well as pension, life Insurance and other benefits. Only men wil 
drive, wide executive experience and a flair for getting things done @ 
be considered. The vacancy is already known to all executives wit 
the Company.—-Applications, giving full statement of education, ¢ 
and current salary level, should be marked ** Confidential '’ and she 
be addressed to the Managing Director, c/o Masius and Fergusson 
40 Berkeley Square, London, W.1, ; 

YIRL Graduate, honours Economics, History, secretarial experiem 
requires interesting post London New Year, Interview weeken# 
—Box 913. 
G RADUATE, M.A, Oxon, Classics and Economics (26), single, seth 
Na position in Market Research or Industrial Consultancy,‘ 
position in Industry giving scope for individuality. Experienced 
Personnel and Production Management, and Training, Desirous ® 
travelling abroad.—Box 914. 


SOLICITOR (29), anxious to leave legal practice for commer 
requires appointment with prospects. Connections with prodt 
industry. Present salary £1,000 p.a.—Box 901. ; 


FOR SALE: Volumes of Kcouomist; excellent condition: unboutif 
1946 (complete): 1948 (complete): 1947 (5400, 5401): Burton,. 
Gloucester Place W.1, ; 


ondon, W.C.2. Published week! x by Tus Economist Newsrarse, Lap... 
New York, 6.—Saturday, January 1, 1949, 
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